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ABSTRACT 

Testimony of H.R. 1800, the Rural Area Revitalization 
Act, and H.R. 2026, the Rural Development Reorganization Act focuses 
on the need for federal attention to rural problems other than 
agriculture. The Rural Area Revitalization Act authorizes expansion 
of capital available for lending in rural areas, a grant program of 
$25 million per year for business capital and public improvements, 
and a new grant program to support local private nonprofit and public 
development agencies in searching out new business opportunities. 
Finally, the act authorizes a program to explore new ways to provide 
safe and affordable drinking water supplies to rural communities. The 
Rural Development Reorganization Act authorizes a survey of all rural 
programs and suggests transferring them to a new Rural Developme4it 
Administration, to be created as part of the renamei3 Department of 
Agriculture and Rural Development. An office of Advocacy for Rural 
Development would be formed within the department to explore means of 
improving rural economies and to join in cooperative agreements witn 
state governments for the same purpose. Rural technology grants 
proposed would support programs in rural areas to develop and 
commercialize new products and processes. Counseling and retraining 
are also to be made available to workers displaced from farming and 
agriculture related businesses. The hearing record includes testimony 
from state officials, the U.S. Department of Agriculture, farmers, 
and representatives of national and state organizations concerned 
with rural development. The text of this proposed legislation is 
appended. (DHP) 
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RURAL AREA REVITALIZATION ACT OF 1987; 
AND THE RURAL DEVELOPMENT REORGANI- 
ZATION ACT OF 1987 



TUESDAY, MAY 19, 1987 

House of Representatives, 
Subcommittee on Conservation, Credit, 

AND RuR\L Development, 
Committee on Agric jlture, 

Washington, DC. 

The subcommittee met, pursuant to notice, at 9:35 a.m., in room 
1302, Longworth House Office Building, Hon. Ed Jones of Tennes- 
see (chairman of the subcommittee) presiding. 

Present: Representatives Tallon, Evans, Stallings, Penny, Nagle, 
Jontz, Coleman, Gunderson, and Grandy. 

Also present: Representative Johnson, member of the committee. 

Staff present: Phillip L. Fraas, counsel; Charles R. Rawls, associ- 
ate counsel; Vernie Hubert, assistant counsel; John E. Hogan, mi- 
nority counsel; Glenda L. Temple, clerk; Robert A. Cashdollar, 
James W. Johnson, Jr., Bernard Brenner, James R. Lyons, and 
Susan Adkins. 

OPENING STATEMENT OF HON, ED JONES, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF TENNESSEE 

Mr. Jones of Tennessee. Good morning. The Subcommittee on 
Conservation, Credit, and Rural Development will come to order. 

We have a rather long agenda today of witnesses. We're proud of 
those who are here, and we're very anxious, indeed, to hear them 
on this very vital subject in which this subcommittee is very much 
interested. 

After I read my statement, I'm going to yield to Congressman 
Coleman, the ranking minority member of the subcommittee, who 
is at the witness table now, for his statement, and then we'll start 
with the witness group. If he's here, the Honorable Vin Weber, 
Member of Congress from Minnesota, will be the first witness. If 
not, we'll take the Honorable Peter Myers. 

Today's hearing opens a new agenda for the subcommittee this 
year. Both Mr. Coleman and I are deeply interested in what's been 
happening to our rural communities. Following on the heels of the 
agriculture recession we have witnessed a serious stagnation and, 
in some cases, a virtual collapse of the economy in some rural 
areas. 

This has happened while the administration has made an all-out 
assault ever the past 6 years on rural nonfarm programs at the De- 
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partment of Agriculture. The budgets of the Rural Electric Admin- 
istration, the Farmers Home Administration's Water and Sewer 
Program, the housing programs and business c»nd industry pro- 
grams have been seriously slashed. 

However, we may now be entering a new erp of concern, both 
within the administration and the Congress. Congressman Ccleman 
and I have introduced separate rural development bills and, addi- 
tionally, we have cosponsorea each other's bills in ordei to illus- 
trate our mutual commitment to dealing with this issue. 

I understand the White House has had a task force working 
toward some type of rural development initiative and numerous 
groups anc* associations have been developing ideas and proposals. 

Today I would like to get some discussion of my bill, H.R. 1800, 
the Rural Area Revitalization Act. The act makes use of a relative- 
ly new financial assistance tool in the Federal catalog, the Rural 
Development Loan Fund or RDLF. This fund, authorized under the 
credit title of the 1985 farm bill, makes loan capital and technical 
assistance available to rural business people through nonprofit 
agencies dedicated to rural development. In using such private 
sector groups, th* act avoids expanding the Federal staff required 
to deliver local services and provides room for innovation unen- 
cumbered by Fed'iral red tape. 

The Rural Area Revitalization Act builds on the promise of the 
RDLF in several ways: 

No. i, it authorizes the expansion of the capital available for re- 
lending through public and private nonprofit corporations, includ- 
ing cooperatives, by $20 million per year. The terms and conditions 
currently applicable to the RDLF wou^d apply to these funds as 

Will. 

No. 2, it authorizes a complementary grant program of $25 mil- 
lion per year for business capital and public improvements which 
would support the present RDLF lending activity. 

Three, it authorizes a new grant program to support the work of 
local private nonprofit and public development agencies in search- 
ing out new business opportunities and helping existing and pro- 
spective entrepreneurs to take advantage of them. This program is 
authorized on a pilot basis for the next 5 years, at a level not to 
exceed $25 million per year. 

In addition, the Rural Area Revitalization Act would provide a 
new source of innovation in a longstanding, successful Federal 
effort to provide essential services- safe, affordable drinkmg water 
supplies-— to rural communities. The act authorizes a $10-million-a- 
year program to explore new ways to mee^ the needs of geographi- 
cally solated and low-income rural residents whose needs are not 
read'^y met by the construction of central public water supply 
system facilities. 

I look forward to any criticisms or ^suggestions for improving this 
fairly minor mitiative as well as our witnesses' suggestions for de- 
veloping a more comprehensive rural development policy. 

With those remarks. Til close and recognize Congressman Tom 
Coleman, who is at the witness table. 

[H.R. 1800 and H.R. 2026 appear at the conclusion of the hear- 
ing.] 
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STATEMENT OF HON. E. THOMAS COLEMAN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MISSOURI 

Mr. Coleman. Mr. Chairman, thank you very much. Fm chang- 
ing my seat here for the moment to become a witness before our 
committee. 

My colleagues on this panel and I know oftentimes we sit there 
and wonder how these witnesses can have so much information to 
impart to use, and yet when I started putting down my own com- 
ments and thoughts, this is definitely going to run probably more 
than 5 minutes, but not too much longer. I ask the indulgence of 
my colleagues. 

I am pleased to testify today because of an issue which I think is 
very critical, and that's rural development, and specifically, Mr. 
Chairman, to address the bill that I have introduced, along with 
your cosponsorship and those others on the committee H.R. 2026. 

As \ye know, 2 years ago those of us on the House Agriculture 
Committee spent literally hundreds of hours coming up with a new 
1985 farm bill and a farm agricultural policy for this country for 
the next 5 years. While parts of that bill are working, other parts 
of it are not. Regardless of your own philosophy or viewpoints on 
what you think might be in an agricultural policy, the fact remains 
that what we did was essentially pass a traditional agricultural 
policy. A traditional policy of set-asides and price supports might 
have legitimately served as a rural policy also in the 1930's, but in 
the 1980*s I think that it does not and that we need more as far as 
rural policies go. 

If you look back into the 1930's, at that point in time a quarter of 
our population actually lived on the farm and the majority of 
people who lived in rural areas lived on the farms. As we know, 
less than 3 percent of the population today is farmers, and yet I 
think the surprising statistic is that we have almost 25 percent of 
our total population in this country living in rural communities. 
Simply put, the traditional farm policies of the past are too narrow 
to address the complex economic and social problems facing rural 
Americans today. 

Mr. Chairman, as I started putting together this rural develop- 
ment initiative, it became obvious to me that there is a mindset in 
this country, in this town really and capital city of Washington, 
and that is that there is a problem in rural America and it must 
deal with agriculture and therefore must be solved by agriculture. 

Fm not necessarily sure that's the case. I think what we really 
see is a whole new set of circumstances, and the conclusion that I 
derive from that is that the farm crisis does not end at the farm- 
gate. We, in fact, have a rural community crisis today which is af- 
fecting every sector of our rural economy and lifestyle from its 
schools to its health care services to shops on Main Street. 

I think in order for us to really address these problems we have 
to do something new, different, and nontraditional. We need to 
throw off our blinders here in the Congress and look beyond the 
farm to the farm families. So often we are caught up with actually 
trying to derive a policy here for the family farm that weVe practi- 
cally lost sight of the people who occupy those farms and that of 
course is the families involved who are going through some tremen- 
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dous economic and scoal and emotional stress in these communi- 
ties. They need compassionate, humanitarian assistance that they 
just can't get from traditional farm agricultural programs. 

If these families and communities are going to survive in the 
1990's, and there are definitely some studies showing that towns of 
1,000 or fewer people are not going to survive into the 1990's, then 
we need to have a national rural development policy that's de- 
signed to meet the sjjecific needs of rural America. 

It was a fellow Missourian v^ho once said— it was Mark Twain, 
Mx. Chairman— he said: if you put all of your eggs in one basket, 
be sure and watch that basket. I think that's what weVe seen here 
in rural areas. Traditionally, agriculture has been the basket weVe 
put all of our eggs in and that's a fragile basket today. 

What we need to do is diversify as well and to plan for and do 
and make transitions into a diversified economy with economic de- 
velopment. 

I think most of our colleagues here in the Congress are certainly 
aware of the urban poverty that we have in this country and have 
experienced in the past. But I don't belie^'e they fully comprehend 
the poverty in rural America. The fact is that while we only have 
24 percent of the population of the United States, at least by 1985 
census data we also have 38 percent of the Nation's poverty; 67 
percent of the Nation's substandard housing; and a higher unem- 
ployment rate than in urban areas of this Nation. Our per capita 
income in farm counties has fallen from 91 percent of that of met- 
ropolitan areas in 1973 down to 76 percent of that standard in 
1984. 

Because of the falling in my area, dramatic fallings of values of 
agricultural farmland, we have seen the tax base erode tor many of 
our local communities as well. Those lo^ \ governments now are in 
many cases unable to provide the ba^ xnmunity services which 
are necessary. They are, in fact, trying to plug the dike by sticking 
their fingers in it, and now the dike itself is eroding away. 

More alarming statistics are the underemployment that we see 
in rural communities, and that would take into account part-time 
workers as well as substandard salaries. If you take those into ac- 
count, you can see that because of the relative isolation that rural 
workers face, as well as unlikely to find new job opportunities, they 
are hiring below their standards of where they could be. They are 
also unemployed for longer periods of time in rural communities. 
Therefore, we see a higher underemployment statistic in our rural 
communities. 

I won't go over subjects that this committee is very familiar 
with — about foreclosures on banks and failed banks and businesses. 
We all know those in our districts. But let me just say that manv 
people are leaving rural communities because they are voting with 
their feet. They are choosing not to live in rural communities be- 
cause there's no economic viable job alternatives. 

Between 1983 and 1985 we've seen the population of nearly half 
of our rural agriculture-oriented counties decline. Unlike the work- 
ers that preceded them from the farm who have moved to the cities 
to have a semiskilled job, these are people who are leaving farm 
communities today to go to Y'z cities and find that they're having 
to accept lower paying service jobs and they're being turned away 
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from higher paying jobs that require more skill and technical 
knowledge. 

It's estimated that 2,100 farmers leave the farm every week. In 
my own State of Missouri 102 farmers quit each week. 

To address the complex problems of rural America to restore its 
viability, Congress must develop a national rural policy. The rural 
development initiative that I have drafted and introduced, along 
with you and other members of this committee, is a blueprint for 
that policy. It addresses the human side of the equation of the farm 
crisis and offers a realistic strategy to strengthen and rebuild ruial 
economies. 

Specifically, H.R. 2026 is one of the four legislative proposals in 
our rural development initiative. The main provisions of this bill 
that we have before us today, first of all, creates a Rural Develop- 
ment Administration, a lead agency, if you will, to coordinate all of 
the activities and a better, efficient management of programs that 
impact rural communities. 

Mr. Chairman, we went to the General Accounting Office and 
asked them how many programs actually impact rural areas. They 
didn't know. We picked up a couple of books and thumbed through 
them and looked at some of the programs that we knew impacted 
rural areas and found that there were 220 or more programs that 
we have in the Federal Government that impact rural communi- 
ties. They're administered by 20 different agencies, and fewer than 
40 of them are actually administered by the current USD A. 

What we're trying to suggest is that there are a lot of things out 
there that need to be coordinated and better delivered, and that's 
why we are proposing creating the Rural Development Administra- 
tion—to be the advocate of rural America and to manage better 
and more efficiently the programs that we even have today. 

We're also proposing to reflect the new mission, the comprehen- 
sive mission, of the new Department of Agriculture by naming it 
the Department of Agriculture and Rural Development. 

We're asking the General Accounting Office, incidentally, to 
make a thorough survey of all of these programs currently outside 
the jurisdiction of the Department of Agriculture, asking them to 
report back to us and Congress, to let us know about the efficacy of 
transferring many of these activities that are outside the frame- 
work of USDA to the new Rural Development Administration. 

We foresee this lead agency administering two block grants that 
we're providirg for. One of them is called the Investment and In- 
centive block grant, which basically will provide seed capital to 
communities for rural economic development activities and encour- 
age private sector development as well. 

The other block grant, which we call the Infrastructure block 
grant, works because of the erosion, as I alluded to earlier, of many 
of the very basic services in rural communities— going without 
roads and bridges and utility extensions, waste water and supply 
facilities, all of which are very standard and necessary if you're 
going to attract businesses into a community. 

The next thing that the RDI does is establish rural technology 
and training centers. We envision these to be linked up with uni- 
versities and nonprofit organizations that will focus their attention 
on new products, new marketing techniques, and new processes to 
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take the place of some of the agricultural activities that are being 
transitioned out under this new wave that we're going through. 

Mr. Chairman, we have a very strong land grant college system 
in this Nation. Its mandate has been to help the farm community 
come up with some of the best ways of farming in the world. They 
have been very successful in that. They have been so successful 
that we have production now so much that it has become a prob- 
lem. 

Wnat I would like to see and what Tm suggesting with the rural 
technology and training centers is to take some of this intellect and 
intelligejice that has been able to create hybrid seeds that produce 
such mfissive quantities of surplus crops and transfer it into the 
processes of coming up with new ideas of what we can do in rural 
areas other than traditional agricultural, so that people can live in 
rural communities and raise their families in the future. 

We are proposing to create agricultural action centers. These 
would be one-stop service areas for counseling, information, and job 
tr?ining for farm families— some place the families can go without 
getting shuffled around to various agencies. We will hear from wit- 
nesbes later on who have had experiences in this because this con- 
cept of agricultural action centers is really built upon the amend- 
ment that I placed in the 1985 farm bill which is known as section 
1440, which does provide some immediate job training and counsel- 
ing services today. 

We were able to get funding for three demonstration projects in 
Iowa, Nebraska, and Missouri, and we will hear from some of the 
people today that have participated in the 1440 program that we 
want to build upon by making new agricultural action centers. 

These emergency services are necessary, Mr. Chairman, because 
we know that it is going to take some time to get us out of the 
problems that weVe in today and, as a result, families need to have 
some place that they can turn to. 

There are a lot of things going on in rural areas. In the State of 
Missouri we have people who are nonprofit, charitable, or self-help 
groups that are trying to help farm families cope. They range from 
church organizations to structures set up by the State government 
to individual farm groups who are trying to help. Ail of them are 
counseling and trying to help these families in this very difficult 
time. 

Some things that might work in Tennessee we don't know about 
in Missouri, and some things that might work in Wisconsin may 
work in Iowa. We need to have a kind of communication system set 
up, and we're proposing a national clearinghouse to be able to for- 
mulate and provide assistance throughout this Nation and tell each 
other what is working and the services that are available through 
various segments of the government. Federal and State and local, 
as well as charitable and volunteer c '^nizations. 

We also propose to stablish a special assistant to the President 
to assist and advise the executive branch to make recommenda- 
tions in order to improve and enhance the rural development pro- 
grams that we have on the books and that 've are creating. 

Mr. Chairman, very briefly, let me go over two additional bills 
that Tve introduced that are not assigned to our committee which 
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are very much an important part of the rural development initia- 
tive. 

Firet of all, I think the Federal Government can be part of the 
solution, and that is to locate Federal facilities where applicable to 
and in rural areas and procure goods and services from rural ven- 
dors, much like we have the setaside for small business today in 
that defense appropriation bill. We need to also have that for rural 
businesses as well. 

I visited with Mr. Combest at one time about this particular sub- 
ject matter, and he said in his district there was a contract where a 
company had to build targets fo»- target practice for the army— not 
too sophisticated equipment, I'm sure, but it put people to work in 
that community. I think that's very important. If we could just get 
a little piece of that action designated for rural areas, I think it 
would be of great assistance. 

I note that Federal facilities, not the ones that have to service 
the public in person, for example — those obviously have to be 
wher^ the centers of population are — but there are many places in 
this Nation that could utilize keypunch and clerical help and uti- 
lize the technology that we have today through satellites and cnm- 
puterization to be able to do many of the things that are now done 
in urban areas. I would in my other bills provide a framework for 
working with the Government in trying to locate those facilities 
out there. 

Citibank, which is the largest bank in the United States, has 
moved its entire credit card operation out of New York City to 
South Dakota They have done that for a number of reasons, but 
what's important ivS that it is putting hundreds of people in South 
Dakota to work that would not have had that opportunity. I think 
that the Federal Government can come up with some creative ways 
of transferring some good jobs outside some of our urban areas as 
well. 

Finally, Mr. Chairman, the real future lies with our young 
people, as we know. We see too many of our youngsters leaving 
rural communities, either going away to college or going away to 
the city to seek employment, and, frankly, never coming back. The 
population of ou. rural communities is graying and getting older. 
We're not replenishing the supply of leaders in many of these com- 
munities. 

Fm proposing to try to change that by, one, providing the great- 
est access to our youngsters in rural high schools to provide them 
information about how to go to college, how to apply to college, 
how to take entrance examinations to those schools, how to seek 
student assistance — Federal and State and scholarships, and work- 
ing with volunteers in that local community to provide employ- 
ment and a shoulder to lean on, if you will. Then I hope that we 
will be able to stimulate these youngsters to go away and to be able 
to get as much information and knowledge as possible, but, more 
importantly, to come back to that community and serve as a leader 
in the 1990's and beyond, and help us solve these problems that 
have been created over the last 10, 15, or 20 years. We call that 
program ACCESS. It s assigned to the Education and Labor Com- 
mittee, and I'm very excited about the possibilities of this program, 
Mr. Chairman, for the future of rural areas. 
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The rural development initiative has received bipartisan support, 
widespread bipartisan support, Mr. Chairman. You and other lead- 
ing Democrats have joined myself and other Republicans— 53 of us 
now are sponsoring the rural development initiative. 

I look forward to v/orking with you and with others on this com- 
mittee and in the Congress to provide the basis of what I think is 
going to be a strong rural economy in the future if we can pass 

.>me Oi these legislation. 

I thank you for your cooperation in the past and look forward to 
working with you on your legislation as well as we try to develop a 
really coherent pv ^y for rural Americans. 

[The prepared statement of Mr. Coleman appears at the conclu- 
sion of the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Tom, for a very 
splendid statement. I look forward to reading the prepared state- 
ment following our hearing here toda} . 

Where are the other bills? Are they m Education and Labor? 

Mr. Coleman. The one is in Education and Labor; one is in Gov- 
ernment Operations; and the other one is in Small Business. 

Mr. Jones of Tennessee. Can you recall the numbers of those 
bills just offhand? 

Mr. CoLKMAN. They're sequential, so I think they're H.H. 2026 
and 27 and 28 and 29 probably. There's four altogether. 

Mr. Jones of Tennessee. Four bills altogether? 

Mr. Coleman. Yes. 

Mr. Jones of Tenne. see. OK. If there are no questions, I hope 
you'll come back up here and take your seat 
Mr. Coleman. I surely will. 

Mr. Jones of Tennessee. I th'nk we're going to hear some testi- 
mony ; Jay that's going to be very helpful to this subcommittee in 
doing some of the things that without a doubt should have been 
done some time ago for more protection and more support for our 
rural communities. 

The Honorable Vin Weber? We're delighted that you're h ^re, 
Vin. We are pleased that you have the interest in the work ti^at 
this subcommittee is trying to do for the rural communities. I knov; 
that you're deeply involved and concerned. 

You may proceed. 

STATEMENT OF HON. VIN WEBER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MINNESOTA 
Mr. Weber. Thank you, Mr. Chairman. 

Mr. Chairman, I am here to testify on behalf ot Congressman 
Ci ^n's initiative, H.R. 2026, as woll as other rural development 
initiau^^es. 

I know that the subcommittee has spent a great deal of time on 
this issue, and Congressman Coleman ic certainly the foremost 
expert in Congress on it. Realizing that you have a lengthy sched- 
ule of witnesses today, I would ask thrt my testin>ony be submitted 
in the subcommittee record, and I wih summarize my remarks. 

Mr. Jones of Tennessee. We're very pleased that you will sum- 
marize. Your statement will L*^ made a part of the record. 

Mr. Weber. 1 nank you, Mr. Chairman. 
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First of all, Mr. Chairman, I want to coramend both you, C'lair- 
*.ian Jones, and Ranking Minority Member Coleman, as well as all 
the members of the committee, for their leadership on this critical 
issue. 

My district in southwestern Minnesota is by some measurements 
the most rural congressional district in the country. The largest 
community in my district is less than 15,000 people. I don't have 
any of the large metropolitan centers such as Congressman Grandv 
has with Sioux City. All my towns are pretty small. I come myself 
from the community of Slayton, Minnesota with a population of 
2,300 people, or a little less than that actually. I feel very keenly 
the need for a strong emphasis on rural development in this Con- 
gress and in this subcommittee. 

As I have said, my testimony addresses some of the specific Cole- 
man initiatives which I have had the privilege of working on for 
over a year now. I just want to make three important points, all of 
which are aimed at stressing the fact that ne w is the time to act on 
this initiative. I believe that it is critical that we act on this initia- 
tive. 

The first reason that n^w is the time to act on this initiative in 
my judgment is that our rural communities are ready to take ad- 
vantage, Mr. Chairman, of the tools that we can provide to them at 
the Federal level, I would contrast that with the situation I saw in 
my district at least over the last year or two, when rural communi- 
ties were understandably traumatized by the magnitude of the eco- 
nomic problems that beset them as a result of the collapse of the 
farm economy. 

In my home town of Slayton, my father was involved in the de- 
velopment of the Slayton Industrial Development Corporation over 
20 years ago. Businesses that they attracted were not able to sur- 
vive over a long period of time. 

In my district, those communities that have some diversification 
to their economies have managed to weather the farm depression 
of the last couple of years far better than those communities such 
as iny home town that have an economic base solely dependent on 
agriculture. 

The last couple of years, as I have said, I think the rural commu- 
nity has been somewhat traumatized. Now as 1 travel around my 
district, I see that those people who are leaders in their communi- 
ties are anxious to go to work to rebuild their communities, to re- 
build their economic base. The tools that we provide them right 
now will be utilized far more effectively, far more ambitiously, far 
more aggressively than tools that may have been provided a year 
ago or 2 years ago. 

The second reason that now is the tim^ to act, as my Cv^lleague 
Tom Coleman pointed out in his testimony, is that w<? now have a 
bipartisan consensus in favor of rural economic development. We 
have had on the Republican side a rural development task force of 
which Tom Coleman has been a leader and I have been a member 
for the last year and a half, but the Coleman initiative, H.R. 2026 
has a strong, bipartisan support and this subcommittee has, of 
course, been in the forefront of providing that bipartisan support. 

I am this term assigned to the Appropriations Committee. It's 
my first term on the Agriculture Appropriations Subcommittee. I, 
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of course, can't speak ; anybody on that subcommittee but, as 
you know, Mr. Chairman, Chairman Whitten has a very direct in- 
terest in rural development, and the name of our subcommittee- 
apropos of what Tom Coleman is trying to do at the Department of 
Agriculture— is the Subcommittee on Agriculture and Rural Devel- 
opi. 3nt. Initiatives that are passed out of this committee to the 
Congress of the United States are going to receive a very favorable 
bearing, I can assure you, in our subcommittee and the full Appro- 
priations Committee. 

Finally, now is the time to act because I believe that we have a 
more favorable atmosphere ir the White House in this administra- 
tion than I have seen in some time. Congressman Coleman, Con- 
gressman Gunderson, myself, and several others met about 2 weeks 
ago with Senator Baker— the new White House Chief of Staff— Sec- 
retary Lyng, and other members of the administration. I think that 
we have a more receptive attitude in the White House to rural de- 
velopment initiatives than at any time since I have been a Member 
of Congress these last 6V2 years. I'm pleased to see we're going to 
have Deputy Secretary Myers testifying before this subcommittee 
in a few minutes. I don't want to anticipate his testimony, but I 
want to thank the Department of Agriculture for their open and 
supportive attitude in dealing with members of our task force on 
this and other initiatives. That's the final reason why I believe now 
is the time to act, because ^ believe we can get some favorable 
action from the administration on certain rural development 
issues. 

Finally, Mr. Chairman, let me say that although I have ad- 
dressed in my remarks and in my written testimony H.R. 2026, the 
Coleman initiative, I want to say that most of us— all of us— from 
rural districts stand ready to work cooperatively with you on any 
rural development initiatives such as your bill, H.R. 1800, or others 
the subcommittee may act favorably upon. Truly, this is a biparti- 
san issue in a Congress that may otherwise be somewhat divided 
along partisan lines, and now is the time for us to act in a biparti- 
san manner to address the problems of rural areas. 

I thank you for your time, Mr. Chairman, and I will be glad to 
answer questions, if there are any. 

fThe prepared statement of Mr. Weber appears at the conclusion 
of tho hearing.] 

Mr. Jones of Tennessee. Thank you very much, Vin. I'm appreci- 
ative* of your interest in coming over here and giving us your 
thoughts, and for what you've done with Tom Coleman in develop- 
ing his bill and the support that you and Steve and others have 
given his legislation that he proposes. 

We will probably invite you back to be with you some before we 
finalize whatever we may do, but we will forego any questions this 
morning. 

Mr. Weber. Thank you very much, Mr. Chairman. 

Mr. Coleman. Thank you for coming. Of course, your leadership 
is always welcome in this committee, and especially as we develop 
these proposals I have really enjoyed working with you and having 
your insight to meet the many problems that face us. Fm glad that 
youVe here today. 
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Mr. Weber. You deserve a lot of credit, Tom, Tor being ahead of 
this issue, more than just ebout anybody in the Congress, and I 
think now rural America is where you were about a year ago. If W3 
can get the rest of the Congress wheie we are now, I think we 
could really do something good for rural America. Thank you. 

Mr. Jones of Tennessee. We have a vote on at the present time. 
The subcommittee will recess and return. The Honorable Peter 
Myers will be cur witness at ^hat time 

[Recess taken.] 

Mr. Jones of Tennessee. The subcommittee will be in order. 
Mr. Myers. 

STATEMENT OF PETER C. MYERS, DEPUTY SECRETARY, U.S. DE- 
PARTMENT OF AGRICULTURE; ACCOMPANIED BY LAVERNE 
AUSMAN, DEPUTY UNDER SECRETARY, SMALL COMMUNITY 
AND RURAL DEVELOPMENT; HAL l^iANDERS, COCHAIR, NA- 
TIONAL ADVISORY COUNCIL ON RURAL DEVELOPMENT; AND 
ERIC THOR, ASSOCIATE ADMINISTRATOR, FARMERS HOME AD- 
MINISTRATION 

Mr. Myers. Mr. Chairman, I have a lengthy written statement 
which I will submit for the record. 1 will attempt to summarize my 
statement, if it is agreeable with you. 

Mr. Jones of Tennessee. Yoiii entire statement will be made a 
part of the record, without objection. 

Mr. Myers. Thank you. 

I do compliment you and your subcommittee members for your 
obvious very deep interest in this subject of rural development. As 
you know, just a few days ago we observed the 125th anniversary 
of the founding of the Department of Agriculture. When that De- 
partment was founded by Abraham Lincoln, he talked about the 
people's department. Of course, we like to think of it as the peo- 
ple's department. 

We look back and just a few years ago you find that the farm 
population found itself in a downswing that, as we well know, pro- 
duced a severe cost-price squeeze for many people. With massive 
Federal Government assistance, it's now beginning to recover from 
these difficult years. The Food Security Act is helping to make our 
farm products competitive in world markets, as it was intended to 
do, and it is infusing capital into our agricultural systems. As a 
result, many of our economic signs are pointing up. 

While keeping the farmer in mind, the people's department must 
now turn its attention to the farnr.er*6 neighbors — to f Tain Street, 
USA, to small town, USA— those neighbors that buy \he farmer's 
products and sell most of those materials that he needs *o produce 
those products. 

Obviously, as you know, ah of the help that we have been giving 
f.f farmers is also important to rural communities in general be- 
cause when we infuse capital into the agricultural coiimunity, it 
turns over in those smaller communities. 

All parties with an interest in the future of rural Ajnerica have 
to look at strategies that will diversify the rural econo/nies. Plan- 
ning officials at all levels of government, plus private* industry, 
must look for economic activities that fit in the rural community. 
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You have recognized this, Mr. Chairman and Mr. Coleman and 
members of tne subcommittee, in the forms of the legislation that 
we're considering today. 

This administration has carried out many of the programs over 
the past 6 years that have aided rural America. Id like also to 
supply for the record just a few of these contributions which are 
listed in my written statement. 

The administration's commitment to rural America is based on a 
recognition that change is going to continue and that we cannot 
limit our vision to the financing of a few industrial parks that may 
never fulfill their promise. However, we must not confuse our role 
as a partner in this undertaking nor should we mislead people in 
thci ; expectt.' ^>;>s. The most important role will be that of the 
people making their decisions, allocating their resources, using 
their own ingenuity and setting their own horizons. The Federal 
Government will be an active and willing associate, working with 
the people and their local institutions, both public and private. 

About 6 months ago the President established the Task Force on 
Rural Communities consisting of 20 high-ranking Government offi- 
cials, chaired by the Under Secretary of Agriculture for Small 
Communities and Rural Development. This task force cuts across 
all Federal agencies having rural responsibilities. The task force re- 
cently made a report to the Economic Policy Cabinet Council at the 
White House with recommendations for action by all Federal agen- 
cies. 

USDA has taken the lead in the Federal Government, and today 
we are announcing a Department six-point rural regenerative initi- 
al* e. The first one of these steps — and I will, here again, summa- 
rize — deals with the Extension Service, which has a nationwide 
staff in place. They will place additional priority emphasis on rural 
revitalization education. A product of their work that really high- 
lights this is this booklet put out by the Extension Service called 
"Revitalizing Rural America.'' It's an excellent book. It not only 
has a good-looking cover, but it has excellent contents. We will fur- 
nish these to the committee. 

Mr. Jones of Tennessee. Let's make that a part of the exhibit to 
your statement, Peter. 

[The publication is held in the committee files.] 

Mr. Myers. All right. 

The second point is that we intend to establish rural enterprise 
teams consisting of four or five specialists who will be organized to 
go, on call, to communities, to counties in States. These will be 
State-level enterprise teams. 

The third point is to establish an information clearinghouse at 
the national Ag Library with an 800 telephone number. Rural com- 
munity officials will be able to get up-to-date information about 
Federal programs available to them in a single phone call. 

Fourth, we will instruct all TjSDA agencies with a research mis- 
sion to increase their efforts devoted to rural economic develop- 
ment. 

Fifth, to insure that this rural rebuilding is given the priority it 
deserves, its overall direction and coordination will be placed in the 
Deputy Secretary's office. 



ERLC 



13 



Sixth, we will redirect the Farmers Home Administration fiscal 
year 1987 business and industry guaranteed loan program so that 
we can begin to do things immediately at a lesser or lower level of 
dollars than originally had been the concept of this particular 
guaranteed loan program. 

In addition to these six initiatives, appropriate personnel within 
the USDA will look into the potential of further contracting and 
procuring for rural businesses. Mr. Chairman, our proposal can be 
done within the President's budget and the Gramm-Rudman-Hol- 
lings deficit reduction targets. 

We do support the concept of H.R. 2026 and have embodied sev- 
eral of its aspects in our six points. However, we do oppose renam- 
ing the Department of ^ jriculture and oppose having a special as- 
sistant to the President on rural policy. Our opposition in each case 
is based on both philosophical and practical grounds. 

We also must oppose rural block grants on the basis that most of 
the program sources of funding for rural block grants have been 
proposed for termination in the President's fiscal year 1988 budget. 

We do want to reiterate, Mr. Chairman, that we in the adminis- 
tration care. We are committed to work with you and the commit- 
tee to assist rural America. 

Mr. Chairman, thank you for your time and courtesy. That con- 
cludes my statement. We'll be happy to answer questions. 

[The prepared statement o^ Mr. Myers appears at the conclusion 
of the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Peter, for a very 
fine statement. I'm glad to see that you have outlined the update 
that you're doing there with the Extension Service. This is very 
vital for what we are trying to do here. 

I think we will forego any questions to you and take the privilege 
of contacting you in case we need to ask you specific questions. 

Mr. Myers. That will be fine. 

Mr. Jones of Tennessee. I yield to Mr. Coleman. 

Mr. CoLFMAN. Mr. Chairman, thank you. 

I really don't have any questions, either, but just a comment or 
two. I'm glad that the administration is supportive of our efforts, or 
certainly in general I think very substantively you are supportive 
of those. In fact, your six points— I just was trying to keep track of 
them — I see four of them in our initiative. I think that's very fine, 
to be able to work together on this. 

We have been working with the administration. Although I did 
not know what the administration was going tc say specifically 
today, we are just asking them to give us a chance to present a 
new, nontraditional response to a need rnt thore. I'm glad to see 
that they are willing to embark on a similar course with us, be- 
cause it does take a different tack than I think we have seen in the 
past. While I would hope that eventually we would have their sup- 
port on our entire bill, I think we have brought them a long way 
today to where they have made a fine contributing statement to 
this. We want to work with the administration in this effort. 

I thank you, Mr. iMyers, for coming here today. 

Mr. Myers. Thank you, Mr. Coleman. 

Mr. Jones of Tennessee. Thank you very much, Peter. 
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Does anyone else have a question chey would like quickly to ask 
Peter? 

Mr. Grandy. Does he have time? 

Mr. Jones of Tennessee. We have a time problem. 

Mr. Myers. I have time, but I don't know about your time. 

Mr. Jones of Tennessee. We've got a time problem. Go ahead. 

Mr. Grandy. Mr. Chairman, if I could? 

Mr. Jones of Tennessee. Go ahead. 

Mr. Grandy. I have no question. I just want to applaud Mr. 
Myers for bringing the Extension Service into this consideration. It 
seems to me we have a tremendous capability there and a resource 
that we have not used, particularly when we address the education 
aspect, which is going to be an important component here, and 
also, in referring to Mr. Coleman's testimony, a part of his initia- 
tive to establish rural technology and training centers. It seems 
that the logical source of those training centers would be our Ex- 
tension Service and our universities. I am pleased the Department 
is taking the lead in this. 

Thank you. 

Mr. Jones of Tennessee. Steve. 

Mr. GuNDERSON. Thank you, Mr. Chairman. 

I have a couple of questions but, first of all, a comment. Mr. 
Myers, I suppose this is going to get me in trouble, and it's not 
meant to do that, but I'm a big believer in the Extension Service 
but I would hope that if we are going to utilize the Extension has 
the main delivery and support staff throughout this country that 
perhaps we need to do within the Department a rather significant 
reorganization and review of Extension's mission. 

I think there is a perception out there that the role of Extension 
is first and foremost to work with the farmer and the farmer's 
problems and management on the farm, and, secondly, the Exten- 
sion will be focused on such complementary organizations as 4-H, 
our homemakers' clubs, and that type of thing. 

Third, if the county has the resources and the time, they may or 
may not have the development agency within that county exten- 
sion program. All I'm suggesting is that if you're going to utilize 
Extension as the major delivery tool in rural counties, I think you 
need to seriously review the present mission, the present person- 
nel, and their training. This is saying nothing against the people 
who are there— they are very good people— but Tm not sure their 
mission today is understood by them as you had suggested it ought 
to be in your testimony. 

I would appreciate it if you would expand for us or compare, if it 
is possible— Mr. Coleman's bill includes rural development loan 
funds. Can you compare that with the business and industry loan 
program that you presently have? How do you understand that 
they would interact or complement each other? 

Mr. Myers. Well, I can't tell you exactly how they would inter- 
act, but I can tell you what we intend to do with our business and 
industry loans for 1987. Heretofore, they have been large loans of 
several million or many millions of dollars. We would like to break 
these down into smaller units where we could stimulate economic 
development in several communities, say a half a million dollars or 



ERLC 



15 



15 



maybe a million, where we could spread this money over many 
more counties than we have before now. 

Those loan guarantees are used for big developments. An exam- 
ple in the past would have been ethanol plants or something like 
that. We would rather have small industries starting up and we 
would like to use this for seed money for these types of industries. 

Mr. GuNDERSON. You have moved significantly into the area of 
guaranteed loans in the agricultural area. 

Mr. Myers. That's right. 

Mr. GuNDERSON. Have you considered utilizing loan guarantees 
through the business and industry and rural development side as 



Mr. Myers. Yes, we're doing that now. 

Mr. GuNDERSON. That's an area we want to significantly expand. 
It won't cost you a lot of money, but it will allow us to get a lot of 
help out there. 

Mr. Myers. That's exactly right. 

Mr. GuNDERSON. Giie final question in this area. Congressman 
Coleman again advocates rural investment and incentive block 
grants, et cetera. How do you compare and contrast that with the 
present community development block grant program in your un- 
derstanding? 

Mr. Myers. I'll let the experts answer that. Can you answer that, 
La Verne or Eric? 

This is Mr. Eric Thor who is the Associate Administrator of 
FmHA. 

Mr Thor. Currently, we have a number of programs in the com- 
munity field. We find those work very well in terms of providing 
for individual projects in the communities in all 48 States. As of 
this date, we're approximately 50 percent committed on the total 
funds for 1987. 

Mr. GuNDERSON. One final comment: Fm going to be submitting 
to the White House this afternoon— and will submit to you as 
weP — a copy of a rather comprehensive review ot the present for- 
mulas which have an antirural bias. You include within your testi- 
mony on page 4, for example, a comment about the President's 
$980 million Worker Readjustment Act. While I'm a strong sup- 
porter of that, I have to tell you that we're facing real challenges 
in getting that money into rural America. No. 1, we distribute re- 
training funds based on unemployment statistics. Unemployment 
stat'stics do not accurately count displaced farmers. They don't 



We've got major problems in those kinds of delivery services. 

What we badly need out of the Department of Agriculture is 
some kind of an advocacy that will work with those of us from a 
rural area without spending one new dime, but simply assist us in 
getting changes in everything from highway aid formulas to the 
cost-benefit ratios in public works programs, to the rural health 
care delivery services- to job training and education formulas. If we 
can get that kind of assistance, we are going to make a big change 
without spending money. 

Mr. Myers. We would be happy to look at that. We've asked our 
FmHA State directors to look at these formulas, and we'd really 
appreciate your input. 



well? 



count 




spouse or son or daughter. 
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Mr. Chairman, can I say one more thing to Mr. Gunderson? 
Mr. Jones of Tennessee. Yes. 

Mr. Myers. The Extension is in the process of really re-examin- 
ing their priorities in all States and at the Federal level. As you 
know, it's a State program, but most States are really re-examining 
their role, just as you have suggested. 

Mr. Gunderson. Thank you. 

Thank you, Mr. Chairman. 

Mr. Jones of Tennessee. Thank you, Steve. 

Mr. Tallon? 

Mr. Tallon. Thank you, Mr. Chairman. I don't have any ques- 
tions. Mr. Myers, I thank you for your testimony. 

I would just like to say if, as you indicate, you are going to use 
the Extension Service to deliver some of these revitalization initia- 
tives that youVe outlined for rural areas, it's going to be impera- 
tive that you communicate that to the Extension Service. As my 
colleague Mr. Gunderson said, these are very good people, but 
they're going to have to understand what you're talking about and 
you're going to have to work very, very closely with them if you're 
going to see any success in this area. 

Thank you. 

Mr. Myers. I appreciate that comment. Mr. Myron Johnsrud, the 
Administrator of Extension, is sitting right behind me. I am sure 
he heard both of you gentlemen loud and clear. 

Mr. Jones of Tennessee. Well, you're going to hear the third one. 
[Laughter.] 

I want to do the same thing, Pete. I want to emphasize — I see 
some change taking place in my own State, but Extension has a 
habit of sort of easing up as time moves 01 and they get involved 
in different things. But I think if we're going to save rural Amer- 
ica—and that means Extension as well because we'll have no use 
for them if it goes— they need to really be on the ball when it 
comes to doing something about this. 

Mr. Myers. I completely agree with you. 

Mr. Coleman. Mr. Chairman, if you would yield? 

Mr. Jones of Tennessee. Yes. 

Mr. Coleman. I think the Extension Service has done an out- 
standing job in this area under the 1440 program. We're going to 
hear about that later on. They were doing some of these things 
before we started moving into action a year and a half, 2 years ago. 
They saw a need out there and they were putting things together 
with gum and band-aids to try to put something together to aid 
these families that nobody else was aiding. The Extension Service 
was the first one, the people in the trenches on that front line who 
saw it and started to put together viable volunteer, no-money alter- 
natives that we've now supplemented. They're doing a very good 
job in the State of Missouri implementing, with the intent of the 
author of that section on helping families. 

J want to commend the Extension Service. Very frankly, they 
ought to be given additional funds instead of suggesting having 
them be cut back. That's where they really need the assistance. 

Mr. Jones of Tennessee. Thank you very much, Tom. 

Thank you, Peter, Mr. Thor, Mr. Ausman, and Mr. Manders. We 
appreciate all of you being here. 
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The next panel consists of five people: Mr. Norm DeWeaver, rep- 
resenting the Center for Community Change here in Washing tr.^; 
Mr. Roy Palk, executive director of operations, National Rural 
Electric Cooperative Association here in Washington; Mr. Jack Cas- 
sidy, vice president of rural utility relations, Central Bank for Co- 
operatives, Denver, Colorado; Mr. Jeff Fox, vice president of legisla- 
tion, Communicating for Agriculture, Fergus Falls, Minnesota; and 
Mr. Jeffrey H. Schiff, executive director for the National Associa- 
tion of Towns and Townships in Washington. 

Gentlemen, we're delighted that you're here. We need your help. 
No doubt, your interest needs this subcommittee's assistance as 
well. We want to hear from you and take the privilege of asking 
you some questions when you have finished. 

We'll begin with Mr. Norm DeWeaver, representing the Center 
for Community Change here in Washington. 

Mr. DeWeaver. 

STATEMENT OF NORMAN C. DeWEAVER, REPRESENTING THE 
CENTER FOR COMMUNITY CHANGE 

Mr. DeWeaver. Thank you very much, Mr. Chairman. 

My name is Norni DeWeaver. I am with the Center for Commu- 
nity Change, which is a private, nonprofit, technical assistance and 
public policy organization which for 20 yeais has served communi- 
ty-based groups in many low-income areas throughout the United 
States. 

I appreciate the opportunity io appear before the subcommittee. 
I commend the committee for its willingness to take a new look at 
the development challenges facing rural areas. I really, really hope 
that this will lead to a new start toward a more active Federal role 
in rural development. 

In the interest of time, Mr. Chairman, I'd be happy to submit my 
statement for the record and attempt to highlight some of the 
things that I think are key points. 

Mr. Jones. Without objection, the entire statement will be made 
a part of the record. You may summarize. 

Mr. DeWeaver. I think the committee has a number of worth- 
while proposals under consideration. However, to me ana to a lot of 
community people I know, the most important task is not debating 
the nierits of any of the possible approaches. The most important 
task is really making a fresh start by actually adopting one or 
more doable ideas, ones that are likely to be funded, ones that are 
likely to lead to immediate action in local communities in fidopting 
them now. 

I would suggest that H.R. 1800 has those characteristics, and the 
programs in it are oriented toward that eid. They would make a 
doable start now. The programs are all action oriented. The assist- 
ance would go directly to local communities and local community 
groups, where assistance is really needed. The programs would 
help address the needs of such groups and help them to expand 
their capability. 

The price tags are low. TheyVe ones that the Federal budget can 
bear. We urge the committee to use this bill as a vehicle to make a 
new start in providing Federal assistance. 
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In many respects the central program in H.R. 1800 is the busi- 
ness f the grant approach in section 3. I submit that you can't 
stimulate development, particularly in economically distressed 
rural communities, without helping developers and the local com- 
munity leaders and the local community groups that can make 
things happen. The section 3 grant program provides the potential 
to sustain the public purpose, private nonprofit or public agencies 
that can help to actually make their communities grow. 

These grants would make it possible for such community devel- 
opment organizations to explore new business ideas, to tap local re- 
sources, to find and help «nd train local business people who can 
translate those ideas into reality and work to mobilize the capital 
for them. 

The bill, as you pointed out in your opening statement, Mr. 
Chairman, also provides for a modest increase in business financ- 
ing capabilities of the rural development loan fund, the RDLF. The 
RDLF has a major advantage which other Federal approaches, in- 
cluding the current D&I program, do not have. They enable the 
money to go to intermediary groups that are private, that take the 
project selection responsibility out of Federal hands, and that can 
work with the speed which only private institutions can. H.R. 1800 
would make a valuable contribution by augmenting the capital 
available to the RDLF. 

I would also like to commend the committee's attention to one 
other small but very important innovation in the rural community 
development field, and that is an attempt to expand the horizons of 
the water and waste water programs, particularly the water pro- 
grani that's now in the Farmers Home Administration. H.R. 1800 
provides for $10 million in authorization to enable local community 
organizations to try different ways to insure that rural people that 
now lack basic safe drinking water services in rural areas get 
them. This is particularly important for isolated families and very 
low-income families that are currently beyond either the geograph- 
ic or the economic reach of the type of central system facilities 
which Farmers Home now supports. 

This program would also recognize the fact that in some commu- 
nities, especially the smallest, the problem is not necessarily one of 
building new facilities. This program would also speak to the man- 
agement needs of the small water utility systems that are there. 

With respect to H.R. 2026, there are a number of doable, action- 
now programs in that bill which I would certainly like to support. 
They include the rural technology grant program in title III and 
the agricultural action centers program in title IV. They are pre- 
cisely the kind of thing that would make a contribution and help 
people where help is needed. 

With respect to several of the State initiatives, I think we should 
look carefully at what State governments are currently doing and 
try to provide an incentive for them to do more. 

On the block grant side, I think, as Mr. Gunderson pointed out, 
we should look very carefully at the experience of the program 
that's already there, the HUD Community Development Block 
Grant Program, particularly the things that happened in that pro- 
gram when it started. 
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I would suggest that perhaps there are more cost-effective ways 
to get the money targeted on communities that need help the most 
at a smaller commitment of total Federal resources than simply 
adding one additional block grant program to the Federal catalog. 

One final point with respect to the reorganization provisions for 
USDA in H.R. 2026: I certainly support the notion of emphasizing 
rural development as part of the Department's mission. However, 
reorganization can take time and cost money. I'm reminded of the 
fact that a year and a half after the 1985 farm bill was passed 
Farmers Home has yet to implement some of the water-sewer pro- 
visions in that bill. I think we need to look at what we can do right 
now and make a new start toward community development. 

Thank you, Mr. Chairman. 1 would be happy to respond to any 
questions. 

[The prepared statement of Mr. De Weaver appears at the conclu- 
sion of the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Mr. DeWeaver, 
for a very fine statement. We will give serious consideration to 
what you have to say here as we move on. 

The next gentleman is a Tennessean, a good friend of mine who 
has moved to Washington to be with the National Rural Electric 
Cooperative, Mr. Roy Palk, who is now executive director of oper- 
ation3 for NRECA. 

Mr. Palk, you may proceed. 

STATEMENT OF ROY M. PALK, EXECUTIVE DIRECTOR OF OPER- 
ATIONS, NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIA- 
TION 

Mr. Palk. Thank you, Mr. Chairman. 

My name is Roy Palk. I'm executive director of operations for 
the National Rural Electric Cooperative Association. It is my pleas- 
ure to appear before this group thib morning on behalf of almost 
1,000 electric cooperatives across 46 States who represent over 25 
million consumers. 

If the chairman will allow me as a preliminary matter, I would 
like to introduce a statement from a friend of ours, Mr. Jim White, 
manager of Gibson-Kenney Electric. If there is no reservation, I 
would ask that this be entered into the record as Mr. White s state- 
ment on this matter. 

Mr. Jones of Tennessee. Without objection, Mr. White s state- 
ment will be made a part of the record. 

[The prepared statement of Mr. White appears at the conclusion 
of the hearing ] 

Mr. Palk. Thank you, Mr. Chairman. 

The role of the rural electric cooperatives has not been a static 
one in the past numbers of years. For example, during this past 
year we've been involved in many things other than providing reli- 
able electric service. For example, we've been involved as a part of 
our involvement with our people in the rural areas through spon- 
sorship of local health fairs. Also ia the involvement and the devel- 
opment and iniplementation of the National Rural Telecommunica- 
tions Cooperative. That cooperative will provide satellite-based tele- 
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communications services for consumers who need education and 
business applications in the telecommunications field. 

Another area that we've been involved in is new initiatives in 
economic development programs in the rural areas, including the 
development and dissemination of a how-to manual in regard to 
run 1 development 

These programs Tve mentioned do not take into account numer- 
ous other ways that electric cooperatives have been on their own 
providing initiatives and assisting our consumers in the vital role 
that rural electric co-ops can play in a nationwide community and 
economic development effort. 

Since the 1960's rural electric systems have been involved in 
community and economic development efforts that have created 
nearly 1 million new jobs. Recently in NRECA held a series of four 
hearings across the United States and a message came clear to us, 
and that is that we must become more involved in community and 
economic development; that our member systems must be catalysts 
for development. 

Mr. Chairman, REA is a critical partner- in these continued ef- 
forts. The matter of expanding REA s role into rural economic de- 
velopment is one that has been intensively studied by NRECA. 
REA is and should continue to be the solid foundation upon which 
rural electrification is built. We are pleased to hear that the com- 
mittee shares this view and we very much appreciate the commit- 
tee's leadership in this area. We also appreciate the committee's 
continuing strong support for the concept of a Rural Electrification 
Administration that is relentlessly aggressive in seeking solutions 
to the very serious problems facing our Nation's rural areas, and 
by extension affecting our Nation's rural electric cooperatives. 

The Federal agency REA already has a longstanding relationship 
with one of the major components of the rural communities, and 
there is the commitment certainly on the part of the rural electric 
cooperatives, and most probably among the professionals at REA, 
to make these programs work and to produce the jobs and econom- 
ic stimulation our rural areas so desperately need. 

It is essential that any rural development program incorporate 
the same Federal-community partnership that has made rural elec- 
trification so successful. We strongly believe that this same rela- 
tionship is absolutely critical if Federal rural economic develop- 
ment programs are to be effective. We have found that it is ex- 
tremely difficult for communities to get needed plants and loans 
because they are directed and dispersed by several different Feder- 
al agencies. There is no single, ready source or expertise available 
for the part-time, small community administrator what is available 
and how to get it. 

In these communities the rural electric cooperative is in a posi- 
tion to serve as a catalyst for economic and community develop- 
ment efforts. In these communities the rural electric cooperative is 
in a position to provide the needed information and, more impor- 
tantly, to assess Federal funding sources needed to revitalize and 
regenerate the economy of rural America. This concept provides 
what we believe to be the most vital solution co invert the pyramid 
by placing these small grassroots communities at the top so that 
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economic and con:munity interests and concerns provide the moti- 
vation for improvement activities. This network is already in place. 

To get to the heart of the matter, the reason the rural electrifica- 
tion program has been so successful is because it is a Federal pro- 
gram that is locally implemented, locally operated, and locally con- 
trolled. The programs in which the Federal Government and a 
local community form cooperative working partnerships to accom- 
plish a specific objective have proven to be exemplary models of 
how other such programs could work. Therefore, a special blue 
ribbon panel of rural electric leaders is studying the expansion of 
the role of the REA to include economic development activities and 
expanding the mission of rural electric systems throughout the 
Nation that include community and economic development. 

We have some specific recommendations, Mr. Chairman, which 
the Congress might wish to examine in order to forge the effective, 
sustained, working relationship between local communities. Among 
these are consideration of legislation to mandate the consolidation 
and simplification of rural development programs under one roof 
by accommodating liens of other lenders to facilitate electric coop- 
erative financing required for rural development projects, using 
rural electric cooperatives and their proven network of generation 
and transmission and statewide associations as catalysts for initi- 
ation of economic development plans. 

Because of the difficulty in financing rural development projects, 
we recommend not only a more conducive loan accommodation 
policy, but the creation of a rural development bank which would 
guarantee loans and become a secondary market for local banks. 

There is a need for a federally-created finance bank which deals 
in secondary markets and pool the projects to assist local banks to 
finance start-up businesses and i. Vastructure projects and develop- 
ment. 

Mr. Chairman, I have submitted to the committee a more com- 
plete statement of what we have to say. This is a summary of 
what's in that statement. 

I appreciate the opportunity to appear and would be happy to re- 
spond to any questions either now or later. 

[The prepared statement of Mr. Palk appears at the conclusion of 
the hearing.] 

Mr. Jones of Tennessee. Thank you ve:y much, Roy. We will 
complete the panel before v;e ask questions. 

The next witness is Mr. Jack CfcL^sidy, the vice president of rural 
utility relations. Centra! Bank for Cooperatives, Denver. 

We are delighted that you're here, Mr. Cassidy. You may pro- 
ceed. 

STATEMENT OF JACK CASSIDY. VICE PRESIDENT AND MANAGER, 
RURAL UTILITY RELATIONS. CENTl AL BANK FOR COOPERA- 
TIVES. ON BEHALF OF THE FARM CREDIT SYSTEM S BANK FOR 
COOPERATIVES 

Mr. Cassidy. Thank you, Mr. Chairman. 

I appreciate the opportunity to appear before the subcommittee 
to address the subject of rural development this morning. 
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My name is Jack Cassidy. I am vice president end manager of 
rural utility relations with the Central Bank for Cooperatives in 
Denver, Colorado, I am appearing her*^ today on behalf of the Farm 
Credit System's 12 district banks for cooperatives and the central 
bank. 

The 12 district banks for cooperatives and the Central Bank for 
Cooperatives provide financial services to about 3,000 agricultv al 
cooperatives and rural utility systems. Banks currently have about 
$8 billion in loans outstanding. T^eir payment record has been 
very good despite the problems in the agricultural economy. 
During 1986 about $4.6 million in loans were cnarged off. 

Agricultural cooperatives and rural utility systems and the 
credit programs they 'epend on have a significant effect on the 
rural economy. For example, the latest information available shows 
that the 70 largest borrowers of the Zanks for Cooperatives have 
total annual sales in excess of $33 billion and assets of $28 billion. 
The latest Fortune 500 list of industrial enterprises includes 15 ag- 
ricultural cooperatives, 14 of which have a banking relationship 
with the Bank for Cooperatives, These 15 agricultural cooperatives 
have about 60,000 employees nearly all located in rural areas. 

These statistics demonstrate the important economic contribu- 
tion being made by the borrowers of the banks. These statistics also 
indicate the si^jHificant role the banks and our borrowers could 
play in contributing to the revitalization of rural America 

Like our Nation s farmers, many cooperatives and utility sys- 
tems, apd the banks as well, are taking steps to adiust to the 
changes taking place in the rural economy. As agricultural coop- 
eratives and rural utility systems adjust to today's economic envi- 
ronments, they have new and somewhat different financing re- 
quirements. 

For example, agricultural cooperatives and some rural utility 
systems, especially telephone systems, need to diversify and bring 
in new capital to strengthen their operations. This can be accom- 
plished by forming subsidiaries, joint ventures, or partnerships to 
initiate new business activities, activities that are sometimes differ- 
ent from the original business but related to serving the needs of 
member-owners. 

If adequate capital is a^ ailable, new business activities would 
create jobs and economic expansion in rural areas while strength- 
ening the agricultural cooperative or utility system. Unfortunately, 
the farmer-owners of many of these organizations do not have the 
capital necessary to initiate new businesses. This problem could be 
overcome by utilizing capital from other sources. However, the 
Banlvj for Cooperatives lending authorities currently prohibit the 
financing of subsidiaries or partnerships that include capital in- 
vestments from ineligible entities, I will provide the committee 
with two specific examples. 

A large agricultural cooperative in the Southeast which has tra- 
ditionally been involved in providing fertilizers, pesticides, and 
other cheniical inputs is in the process of building a papermill. 
This diversification is necessary because the demand for agricultur- 
al chemical products has declined significantly. The mill will bo lo- 
cated in an area with an unemployment rate in excess of 16 per- 
cent. The papermill will be usir g proven, high technology and will 
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eventually employ about 800 workers. The mill will require a cap- 
ital investment of about $300 million. 

The project has been in the development stages for several years, 
and the Banks for Cooperatives have been the lead lenders from 
the very beginning. This is a good project from every perspective. 
However, it could be made better. 

Several of the 41 newspapers which have already contracted to 
purchase paper from the mill would like to purchase an equity in- 
terest in the venture. The advantage to the agricultural coopera- 
tive of entering into a partnership arrangement would be to lower 
the risk of its member-owners, strengthen the financial condition of 
the project, utilize a wider variety of expertise, and eventually 
allow for a larger operation that would employ perhaps an addi- 
tional 500 workers. However, under current law the Banks for Co- 
operatives can finance only wholly-owned subsidiaries of an eligible 
borrower. We do not have the authority to provide financing for 
the partnership just described. 

In this instance, it is likely that the agricultural cooperative will 
be prevented from taking the best course of action from a business 
and economic development perspective simply because its long-time 
lender, the Banks for Cooperatives, cannot finance a subsidiary or 
partnership that includes equity investments froL entities ineligi- 
ble to borrow from the banks. 

The second example: a group of rural telephone systems, most of 
them individually eligible to borrow from the Banks for Coopera- 
tives, is seeking to finance a Statewide rural cellular telephone 
project. If this proposal is successful, it would help strengthen the 
operation of independent rural telephone systems and provide what 
is rapidly becoming an essential service to rural areas. Yet, the 
Banks for Cooperatives are unable to provide the financing for this 
partnership. 

These two cases are just a sampling of the steps agricultural co- 
operatives and rural utility systems are takiiig to diversify and 
strengthen their operations. These types of adjustments to today's 
economy are not only the result of good business decisions, but 
have the added benefit of creating jobs and bringing new capital 
into rural areas. 

As a primary lender for many of the agricultural cooperatives 
and rural utility systems that are making such adjustments, the 
Banks for Cooperatives are being called on to provide appropriate 
financial services. The Farm Credit System is considering a legisla- 
tive proposal to clarify the Banks for Cooperatives' lending authori- 
ties to finance partnerships, subsidiaries, and other ventures pro- 
vided that an eligible borrower or group of borrowers maintains a 
m^ority interest or control of the operation. Such a clarification of 
the Banks for Cooperatives' lending authorities would promote eco- 
nomic development in rural areas, strengthen the financial condi- 
tion of our borrowers, and do so at no cost to the Federal Govern- 
ment. 

I want to commend this committee for considering ways to im- 
prove economic conditions in rural America. The Farm Credit Sys- 
tem's Banks for Cooperatives are well situated to play an impor- 
tant role in helping to revitalize rural America and we look for- 
ward to that challenge. 
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I appreciate the opportunity to present our views on this subject 
and would be happy to respond to any questions. Thank you, Mr. 
Chairman. 

[The prepared statement of Mr. Cassidy appears at the conclu- 
sion of the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Mr. Cassidy, for 
a statement that we consider to be very worthwhile and helpful. 

The next witness is Mr. Jeff Fox, vice president of legislation. 
Communicating for Agriculture, rgus Falls, Minnesota. 

Welcome, Mr. Fox. We're delighted that youVe here. You may 
proceed. 

STATEMENT OF JEFFREY J. FOX, VICE PRESIDENT OF 
LEGISLATION, COMMUNICATING FOR AGRICULTURE 

Mr. Fox. Thank you, Mr. Chairman. Til paraphrase my remarks 
in the essence of time. 

Tm Jeff Fox, vice president of legislation for Communicating for 
Agriculture. I am here on behalf of CA. 

Communicating for Agriculture is a na"^' 1, nonprofit, nonpar- 
tisan organization whose members are pr ily farmers, ranchers, 
and small business people. CA has over ,^00 members nationwide 
and members in over 45 States. 

CA has been involved in a number of issues affecting the quality 
of life in rural America. WeVe been involved at the State and na- 
tional levels on such isoues beginning farmer programs, debt re- 
structuring, and is recognizee as an expert on health risk pools. 

We believe that rural America can provide the workforce, the 
quality of life, and the opportunity for growth in new and expan- 
sion of existing small businesses. Rural America has a highly-quali- 
fied, trainable, and willing workforce. 

With the growth of high tech and service industry jobs, the work- 
force is no longer required to live in large metro areas. Thus, rural 
America's quality of life can now be attained. 

Small businesses, which fit well into rural America's landscape, 
continue to provide more and more of our new jobs. 

On page 2 of my prepared remarks you will see a comparison of 
small businesses versus larger businesses. Looking at the bottom 
Salf of that, it will focus on 1980 to 1984. We see that small busi- 
nesses provided more than two new jobs for eNery one job provided 
by large businesses. These figures were provided by the National 
Federation of Small Business. 

In September of 1986 CA started working with u e Under Secre- 
taiy's Office of the Department of Agriculture on a rural develop- 
ment program created by section 1323 of the 198b Food Security 
Act. This program is designed to benefit rural America, designed to 
provide guaranteed loans and grants to development in rural com- 
munities. 

CA in the past has had great success as a clearinghouse of infor- 
mation on various subjects on a State-by-State basis. Since April, 
Communicating for Agriculture has been working and gathering 
information and data about State development programs. 

We have found in our initial contact with the States that there 
are as many programs as there are States. For example. State A 



ERLC 



2S 



25 



may call their program ''Jobs Development;*' State B may call 
theirs ''Economic Development;'' State C may have some other 
name or heading for thei^ program. It is very confusing. 

We have provided to the committee an initial summary of what 
we have found at the State level. With regard to Mr. Myers' re- 
marks here earlier, we oelieve that the clearinghouse of informa- 
tion is very crucial. 

Currently CA is work-ng on a model for rural development. We 
are looking at communiiies that have had success in creating new 
economic opportunities. We hope to have this model completed in 
the near future. We will then make the model available to others 
who are trying to create new economic opportunities in rural 
America. 

Because State programs do vary, we believe that any Federal 
programs involving rural development need to be flexible in order 
for each State to adapt. We recognize that when an entity appro- 
priates money for a specific program or project they will have to 
have some type of control on how that money is spent. However, it 
is widely accepted that local input, implementation, and control 
are needed in order for economic development projects to be suc- 
cessful. 

Mr. Chairman, members of the committee, there have been dis- 
cussions and proposals to bring existing and/or new rural develop- 
ment proposals under control of one agency or entity. We support 
this effort. We see the same thing taking place at the State and 
local levels. These actions have eliminated much of the confusion 
and provide better all-around information and sei*vices. 

In talking with State economic development officials, it has 
become clear that they believe that expansion and start up of new 
and existing businesses will be created from local areas— i.e., 50 to 
100 miles in radius— through Ic^al ideas and through local people. 
One of the elements to insure success at the local level is for the 
leaders to have access to information. In order to acquire this infor- 
mation, they need research. In order for the research to take place, 
they need funds. 

New jobs must be created in rural America today. We do not be- 
lieve that moving a business from one State or community to an- 
other creates new jobs. We believe that new ideas create new jobs. 
Unfoi tunately, these new ideas are untested and thus there is an 
element of risk involved. Because of the risk involved, there is a 
need for risk capital, risk capital being those monies that can be 
used to start up new businesses that pose a risk. Most conventional 
lenders are unlikely to provide funding of these new businesses 
based on new ideas. 

This is an area in which the government— whether that be local, 
State, cr national— can play a very important part. This can be 
done with loan guarantees and/or grants. 

We do believe that the work that is being done by this committee 
is crucial to rural America. This committee's work and hearings 
such as this help draw and focus the public's attention on the 
needs of rural America. All of us know that the need for rural de- 
velopment is very real and in it lies the future of our rural commu- 
nities. 
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Mr. Chairman, members of the committee, as I stated earlier, we 
look forward to working with you on what we believe is a long- 
term project. One of the benefits of being a nonprofit, nonpartisan 
organization is that we sometimes can work in areas that others 
cannot. We feel that this is a very useful tool, not only to our mem- 
bership, but also to those entities and groups that we v/ork with. 

I know that we are pressed for time, and I have tried to keep my 
remarks brief. I will be happy to answer any questions that you 
have, 

I want to thank you and the members of this subcommittee. We 
appreciate the time and effort that you have put forth on behalf of 
rural America. 

[The prepared statement of Mr. Fox appears at the conclusion of 
the hearing,] 

- Jones of Tennessee. Thank you very much, Mr. Fox, for a 
fine statement. No doubt we will be calling upon you for advice as 
we move on into the final days. 
Mr. Fox. Thank you, Mr. Chairman. 

Mr. Jones of Tennessee. The next and final witness on this panel 
is Mr, Jeffrey H. Schiff, executive director. National Association of 
Towns and Townships in Washington. 

Mr. Schiff, welcome. We're pleased that you would come. You 
may proceed, 

STATEMENT OF JEFFREY H. SCHIFF, EXECUTIVE DIRECTOR, 

NATIONAL ASSOCIATION OF TOWNS AND TOWNSHIPS 
Mr, Schiff. Thank you, Mr. Chairman, 

My name is Jeffrey Schiff, the executive director of the National 
Association of Towns and Townships. Our organization represents 
more than 13,000 mostly small, mostly rural communities across 
the United States, 

Mr. Chairman, we'd like to thank you and Mr. Coleman and 
other members of this committee for your obvious interest in the 
plight of small town America. With your permission, we'd like to 
summarize my remarks and submit it for the record in its entirety. 

Mr. Jones of Tennessee, Without objection, it will be made a part 
of the record. Please do summarize. 

Mr. Schiff, Thank you. 

I would like to hit upon just a few of the comments that we do 
make in our testimony to bring focus on how the rural government 
fits into the situation of dealing with rural development. 

Mr, Chairman, as you know, there are 39,000 units of general 
purpose local governments in the United States today. That is all 
the counties, all the townships, and all the municipalities— 39,000, 
Today in 1987 72 percent of them, or almost three in four, have 
populations which do not exceed 3,000, Indeed, 50 percent of all the 
governments that exist today have populations under 1,000 per- 
sons. 

What does that mean in the context of small? It means that we 
cannot make assumptions regarding very many things concerning 
the gcvernnients that are called upon to provide services or to im- 
plement policies developed in Washington or the State capitals. It 
means that the local officials who are performing functions in 
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these many small governments are part time, are volunteers, are 
doing this because they love their communities. They do not have 
staff. They do not have budgets. They do not have computers. In 
short, they do not have many of the resources which unfortunately 
policymakers at all levels and program implementors assume must 
go with the idea of a local government. 

Too often, Mr. Chairman, we find that Federal policies. Federal 
initiatives, and State initiatives do not respond to this unique char- 
acter of small town America. We find program after program, regu- 
lation after regulation, initiative after initiative which considers a 
community of 490 people to be precisely the same as a community 
of 49,000 with regard to how they may implement a program, a 
policy, or participate. 

We also find instances where the solution to dealing with small 
town America is to take a program that has worked in a larger 
context and to somehow shrink it down and then apply it to small 
towns, and that does not work. 

We also find an endemic bias that creeps into many programs 
that says that if you do not spend a six-figure dipt dollar figure on 
a certain program or problem, then it's not wdh spending the 
money at all. Because of the way that small town America is orga- 
nized, is set up, does run, we find that many times a lot can be 
done with a small amount of money. 

For all these reasons, that is why we support initiatives such as 
yours and Mr. Coleman's. We believe that the kind of approach 
that you are pursuing is more appropriately scaled to what exists 
in small town America today. We do believe that concepts such as 
rural development, revolving loan funds, and specialty programs 
which would provide technical and business assistance at the local 
level are extremely important. We applaud particularly the initia- 
tive in your program, Mr. Chairman, which requires that certain 
money be spent only in communities under 20,000. That will cUi, 
through some of the problems that we have when small communi- 
ties are trying to compete with larger places that have many mo^'e 
resources. 

Over the 10 or 11 years that our organization has been on the 
scene here in Washington we have also reviewed and evaluated the 
situation of what happens when a small community is thrown into 
a larger, more broadly-written Federal or State initiative. We have 
a list of several ideas that we think should be included routinely in 
the work of every subcommittee, every full committee that oper- 
ates on Capitol Hill and in the State capitals. 

First of all, if, indeed, it is the goal of these initiatives to make a 
difference in small town America, there must be provision for 
meaningful consultation with the people who represent these com- 
niunities, both government and outside of government. This espe- 
cially is applicable when a program is targeted for implementation 
and administration at the State level. 

We also have found, unfortunately— and probably for reasons of 
budgetary constraint— that without a requirement for maintenance 
of effort by Sta^e governments, many times the State government 
will substitute new Federal initiatives for program dollars that 
they already are spending on those similar kinds of programs from 
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their own resources. Therefore, there is no net impact on rural 
America, 

We also believe, as I mentioned earlier, that there needs to be a 
protection for small grants; that small amounts of money can do 
lots of things. We believe that data now are collected for small 
communities but are not made available in a usable fashion that 
makes sense for the resources that are available in small town 
America. 

We agree, as I said before, that the idea of a set-aside for very 
small communities is something that deserves the attention of 
every committee looking at governmental policy. 

We also believe the encouragement of alternative and innovative 
approaches— in short, that there isn't just one way to get to a de- 
sired outcome in terms of policy or program — is something that 
needs to be pursued routinely throughout all policymaking delib- 
erations. 

In closing, let me just say that initiatives such as yours and 
others being developed by this committee are appropriately scaled, 
in our opinion, to the differences that apply in small town America 
and, therefore, have a very good chance of making a true differ- 
ence there. They combine well with the features *;hat we find even 
today in our sophisticated woild that do exiet n small towns of 
self-reliance, of self-help, of people wanting to make their commu- 
nities better. 

I want to thank you, Mr Chairman, personally for your support 
of our association's major new initiative in the area of development 
called ^'Harvesting Heme Town Jobs,'* which I know you have 
seen. We know that you also are aware that tomorrow morning 
with your help in the Capitol building there will be a series of 
showings of the video "Harvesting Home Town Jobs,'* so that Mem- 
bers of Congress and key staff can see this program which is geared 
toward having small towns help themselves out of the economic 
problems that they have now. 

Thank you very much for all of your help. We would be happy to 
respond to any questions, 

[The prepared statement of Mr, Schiff appears at the conclusion 
of the hearing,] 

Mr. Jones of Tennessee, Thank you very much, Mr. Schiff, for a 
very fine statement. We look forward hopefully to many Members 
viewing the program tomorrow. 

We are pushed for time and we're not going to ask too many 
questions, but we are going to take the privilege of talking with 
you for any assistance that we might need in the future. 

I do have one question I want to ask Mr. Palk. If Mr, Cassidy 
wants to respond, I would like for him to do that also. We'll take 
one round at least. 

To what extent, Mr. Palk, are rural electric co-ops limited from 
investing more than they do in rural development projects? How is 
this limit established? Is it by statute or by RE A regulation? You 
sort of alluded to that, and I would like you to elaborate on what 
you said, 

Mr. Palk, Thank you, Mr. Chairman. I would be happy to re- 
spond to that. 
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The limitation that the co-ops presently are under is a result of 
the way the REA mortgage written. There is language in the 
mortgage that says that not more than 3 percent of the co-ops' 
plant value can be spent for nonact purposes. ''Nonact purposes" 
would be some of the purposes we're talking about this morning for 
rural development projects. 

If this were raised to a higher amount, this would allow the coop- 
eratives to expend monies in their local communities for some of 
the exact purposes we have been talking about this morning. 

The source of that limitation is not statutory; it is language in 
the mortgage. That's tb.* limitation the co-ops are under. 

Mr. Jones of Tenne ssee. With the 3-percent limitation, have you 
a figure of how much money that might be? 

Mr. Palk. Well, you take an average co-op— we'll just say for 
round figures, Mr. Chairman, that had a plant value of $10 mil- 
lion 

Mr. Jones of Tennessee. Is that total plant value? 

Mr. Palk. That's total plant value, sir. So you take 3 percent of 
that figure, whatever that is. 

Mr. Jones of Tennessee. Would a change in the lien accommoda- 
tion policy of the REA enhance the co-ops' ability to invest addi- 
tional capital in rural development initiatives? 

Mr. Palk. Yes, we believe that it would. The lien accommodation 
policy of REA now is pretty rigid, and we feel that if lien accommo- 
dation were addressed in a changed mortgage whereby the REA 
would take into account other lenders and other partners in rural 
development projects that might be involved, this would enhance 
the ability to put these projects together even better. Lien accom- 
modation, lien subordination, some of the change in the language 
of the present mortgage would accommodate that aspect, sir. 

Mr. Jones of Tennessee. Do you believe that the NRECA board 
would be agreeable to a change of this sort legislatively? 

Mr. Palk. Yes, sir, I do. I not only believe that the board would; 
our membership has already spoken to it through resolution at 
their annual meeting in February and has encouraged us greatly to 
become even more involved in community development. 

Mr. Jones of Tennessee. We need to get together and talk about 
that, so we might make that all inclusive in some piece of legisla- 
tion that we might be promoting. 

Mr. Palk, Sir, we would be happy to talk to you any time. 

Mr. Jones of Tennessee. Very good. Let's don't forget that. 

Mr. Palk. Thank you. 

Mr. Jones of Tennessee. Mr. Cassidy, do you have any reserv'a- 
tion about that? Do you want to tell us what you think? 

Mr. Cassidy. Yes, Mr. Chairman, particularly with regard to the 
lien accommodation. As a private lender who deals a I'^t with REA, 
it is difficult to get a lien accommodation and, in fact, the policy 
that they operate under makes it difficult for private lenders to 
provide credit to the borrowers of REA. A modification in that 
policy, either administratively or through statute, would make it 
easier for private lenders to provide credit for so-called, nonact pur- 
poses—non-REA act purposes— v/hich would include rural develop- 
ment as well as other business enterprises, 

Mr. Jones of Tennessee. So you feel favorable toward it? 
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Mr. Cassidy. Yes, sir, absolutely. 
Mr. Jones of Tennessee. Some change like that. 
That's all the time I'm going to take. My time has expired. I will 
yield to Mr. Coleman. 
Mr. Coleman. I don't have any questions. 
Mr. Jones cf Tennessee. Mr. Tallon? 

Mr. Tallon. Mr. Chairman, thank you. I'm very interested in 
the questions that you were asking Mr. Palk. I just want to say 
that I appreciate so much the involvement in my rural district of 
our electric cooperatives and their efforts to help us enhance and 
move forward with economic development in those areas. I'm espe- 
cially interested in the report of this blue ribbon panel of the rural 
electric leaders that would be studying the expansion of the role of 
the REA to include economic development activities and expanding 
the mission of the REA systems throughout the Nation. I want you 
to know that I want to work with you in developing whatever we 
might need to do to give you that authority. I think it's an excel- 
lent opportunity for rural America. I congratulate the rural elec- 
tric cooperatives for their efforts in this area thus far. Thank you. 

Mr. Palk. Mr. Tallon, you're very welcome. We appreciate those 
comments and assure you that as we progress with our study we 
would like to be able to call upon your fine offices for advice. 

Mr. Tallon. Thank you. 

Mr. Jones of Tennessee. Mr. Pichard Stailings? 

Mr. Staujngs. No questions, Mr. Chairman. 

Mr. Jones of Tennessee. Let me project this just a little bit fur- 
ther since I didn't use all my time. Do you know whether or not 
the telephone co-ops would come under the same classification that 
you do? 

Mr. Palk. They come under REA lending program, Mr. Chair- 
man, but I am recalling just strictly from memory, but I believe 
they have a little different language in their mortgage as far as 
lien accommodation. 

Mr. Jones of Tennessee. We need to look into that also. 

Thank you very much, gentlemen. We appreciate it. I wish we 
had more time, but we just simply are crowded for time today. 

The next panel consists of more people than are on the agenda 
today because we are having to switch because of the time element. 
Mr. Bill Heffernan, rural sociologist. University of Missouri, Co- 
lumbia; Mr. Robert A. Youmans, member of the Rural Family 
Issues Coalition of Columbia, South Carolina; Ms. Mollie Anderson, 
director of the Greater Nebraska Job Training Program, Depart- 
ment of Labor, Lincoln, Nebraska; and we're going to move two 
others up to this panel because they have a problem as far as time 
goes: Mr. Jay Hedges, director of the Illinois Department of Com- 
merce and Community Affairs, Springfield, Illinois; Mr. Larry A. 
Werries, director of the Illinois Department of Agriculture, Spring- 
field, Illinois. 

We will take you in that order. Mr. Hedges will follow Ms. Jack- 
son and Mr. W*^rries will follow Mr. Hedges. 
Mr. Cole-^ n? 

Mr. Coleman. Mr. Chairman, if I might just say a few words 
before tJill Heffernan commences his testimony. I think he's the 
first one up. 
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Three years ago in 1984 I asked somebody in the Department of 
Agriculture here to give me some information behind the cold facts 
and statistics that we knew too well, and that was che number of 
bankruptcies and foreclosures and family farmers leaving the farm 
and tell me the human side of this equation. I certainly knew in 
my district but I would like to know additional information. He 
said, "Congressman, nobody has ever asked us that information 
before." 

As a result of that simple question, the Department did go for- 
ward to try to determine some information, and they let a contract 
to the University of Missouri and to Mr. Heffernan and his wife 
who went out and studied this phenomena, which Bill has reported 
back to us previously several years ago and which he references 
today in his comments. 

They are the first, I think, to document, if you will, the human 
side of the equation that we are trying to address. From that initial 
question came eventually, through the 1440 section of the farm bill, 
through some other activities in my district, through the formula- 
tion of the four-part rural development initiative— much of what it 
is predicated on is the study and findings that Bill and Judy Hef- 
fernan have made. I would like, fir-t of all, just to say that as a 
preface to what Bill might say today and also to welcome him as a 
Missourian, as somebody who is very much concerned and involved 
in this effort in rural America. 

Bill, thank you. Welcome. 

Mr. Jones of Tennessee. Thank you very much, Tom. 

I believe I overlooked Ms. Andrea Jackson. Did I introduce hei? 
She s there, I know. I don't know whether I did or ^ot because I am 
confused with some of these changes we made. Aryway, we're glad 
that you're here. 

Ms. Jackson. Thank you. 

Mr. Jones of Tennessee. Mr. Bill Heffernan, you're recognized 
and you may proceed. We're glad you're here. 

STATEMENT OF WILLIAM D. HEFFERNAN, PROFESSOR OF RURAL 
SOCIOLOGY, UNIVERSITY OF MISSOURI-COLUMBIA 
Mr. Heffernan. Thank you, Mr. Chairman I appreciate very 
much being here today. Most importantly, I want to commend this 
committee for focusing on this very important issue of rural devel- 
opment. 

In light of some of the earlier discussion, I'm going to go directly 
to some of my remarks concerning the program we have been 
workmg with at the University of Missouri. The ^ Jniversity of Mis- 
souri Extension Service has had a long history of working with 
rural communities to enhance economic development, but with the 
funding we receive under section 1440 of the Food Security Act we 
have been able to include four additional areas to give us a much 
more balanced program focusing on both the social and economic 
development of rural areas. 

I want to talk about the four major thrusts that we have put to- 
gether as a response once we received the funding from 1440. 

The first thrust is what we call the Rural Community Service 
Project. In the northern portion of the State seven senior-level 
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counselors from local rural mental health centers have been hired 
and located in local Extension offices. These professional counselors 
are capable of directing and assisting families experiencing imme- 
diate psychological problems which often lead to destructive or 
abusive behavior. Their major purpose, however, is not to provide 
ongoing family assistance, but rather to help route these families 
in need of assistance to the appropriate services. Most of these fam- 
ilies have multiple problems and can be assisted by not one, but 
several of the agencies and organizations available in our local 
communities. 

The rural community service coordinators can provide the fami- 
lies with information about numerous services available at the 
community, county, regional, and State levels. Even more impor- 
tant is the role the coordinators play in the community. The coordi 
nators serve as a catalyst to help local citizens inventory the re- 
sources available in their communities, coordinate these resources, 
and help to disseminate the information to a host of caregivers and 
families who are in need of this information. They are also helping 
to establish locai support groups and providing professional assist- 
ance to support group leaders when necessary. 

The coordinators utilize the full resources of the University of 
Missouri and the local community mental health centers in provid- 
ing services to rural communities and families. This program has 
been integrated into other ongoing Extension programs such as 
those in fai-m management, child and family development, and 
community economic development. 

In addition, the program has received strong support and coop- 
eration from the Missouri Department of Social Services, the de- 
partment of mental health, and the department of agriculture 
which coordinates MOFARMS which is a financial management 
program. 

Recently, the department of mental health submitted a proposal 
to the National Institute of Mental Health which is accepting pro- 
posals for innovative programs in the delivery of rural mental 
health services. The Missouri proposal builds on the rural commu- 
nity service project. Likewise, the department of economic develop- 
ment has recently submitted a proposal to tlie U.S. Department of 
Labor requesting funds targeted to provide special job training as- 
sistance to farm and former farm families. Again, the proposed 
training efforts are highly tied to our 1440 project. 

The rural community service project is also working closely with 
the Missouri Interfaith CoaHtion on the Rural Crisis. For example, 
the coordinators have become key members of what's called the 
coalition's bank closing response team. They are also being asked 
to help conduct pastoral training conferences held around the 
State. 

Basically we're saying that the 1440 project is a key link in de- 
veloping local and statewide network of organizations and agencies 
attempting to help farm and rural families. 

Now the second project is what we call the Career Options for 
Missouri Farm Families. This has, again, about four major thrusts 
to it. One of them is an in-^depth career educational program in 
which individuals can come and seek 3 to 5 hours of counseling. 
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Also, there is a hot Hne which people from around the State can 
call. There is also a series of workshops that are being set up to 
help individuals. Since Ms. Jackson is going to be talking more 
about this one, I will not spend any more time on this particular 
option. She has been a part of it and really knows it from the 
bottom up a^d has worked closely with them. 

A third one deals with rural youth. We know that there are a lot 
of youth that are being impacted. The consequences of this for 
these young people is going to be very long term if we do not deal 
with it upfront. So we have a variety of programs being designated 
to assist the youtb and youth leaders in dealing with the adverse 
effects of stress. They include a special program that is being devel- 
oped for teachers both in terms of their in-service training and 
then also materials that the teachers can use in the classroom. 

A series of public forums will be held in several locations focus- 
ing on teenage suicide, stress, and depression, and individual and 
community means by which such problems can be reduced. 

There will also be special training on ways to cope with stress 
and ways to help troubled friends, which is being provided for 4-H 
camp counselors who will be running our camps this summer in 
the State. 

In addition, special training on family communication, stress, 
and stress management will be given to leaders of 4-H and other 
youth organizations. 

The fourth major thrust is what we call the Alternative Horticul- 
tural Produce Marketing. This one is just getting off of the ground. 
Several communities are being targeted in which to pilot a unique 
project in which horticulture producers will be linked with such 
local institutional buyers as through schools, hospitals, and nursing 
homes. Also, the potential for processing locally produced items on 
a local basis is being explored in several communities. 

Given the severe economic problems facing agriculture and sev- 
eral other industries located in rural areas, it is clear that nation- 
al. State, and local resources must be combined if the impacted 
rural communities are to remain viable. 

Rural development is the only hope many rural communities 
have for survival. Without a significant and creative effort to revi- 
talize the rural economy, much of rural America will continue to 
deteriorate into an even deeper level of poverty, despair, and de- 
cline. The despair for many farm and rural families is already so 
great that attention must be focused on social and psychological de- 
velopment, as well as economic development, if rural communities 
are to be revitalized. 

We have used the 1440 funds to broaden the rural development 
effort we have had at the University of Missouri Extension and we 
are very much appreciative of those funds. 

Thank you. 

[The prepared statement of Mr. Heffernan appears at the conclu- 
sion of the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Mr. Heffernan. 
You did summarize your statement 

Mr. Heffernan. Yes. 

Mr. Jones of Tennessee. Without objection, the entire statement 
has been included in the record. 
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We appreciate this vital work that you have been doing. Without 
a doubt, we will be calling upon you for some additional advice. 
Mr. Tallon. 

Mr. lALLON. Mr. Chairman, thank you. I would just like per- 
sonally welcome our next witness. Bob Youmans, who is appearing 
before this subcommittee. I have had the opportunity to work with 
Bob in his involvement with the South Carolina Farm Bureau. He's 
an outstanding leader. 

I appreciate so much your being here today. Bob, Thank you. 

STATEMENT OF ROBERT A, YOUMANS, MEMBER, RURAL FAMILY 
ISSUES COALITION 

Mr, YouMANS, Thank you. Congressman. 

Mr, Chairman and members of the subcommittee, I am Bob You- 
mans. Fm a farmer from Furman, South Carolina, I appreciate the 
opportunity to share with you a view of life in a rural South Caro- 
lina town, my home town. 

In our community of Furman we had 27 full-time farmers in 
1980, We had a thriving equipment dealership there. This growing 
season we will have no more than four full-time farmers, probably 
only two, and the tractor dealership has been out of business for 3 
years. 

This picture of a dying rural town is common all across America. 
In most rural areas, farming is the hub that feeds other businesses 
as well as feeds the world. With the loss of as many as 1,000 farm- 
ers in the United States every week, there are serious problems not 
only with farm families, but with farm workers, agribusiness 
people, suppliers, and other rural businesses. 

I applaud the work that you, the Members of the U,S. Congress 
and this committee, in seeking to improve the quality of life of 
rural Americans by encouraging rural development. 

We desperately need to bring opportunities for new jobs and job 
training, technical assistance, and capital improvements to our 
rural areas. 

But many families I know have immediate needs that must be 
met before they can utilize these development opportunities. Every 
day I see people who are so burdened by the load of stress brought 
on by financial uncertainty, loss of businesses and of jobs, their 
way of life, that they literally do not know what to do or where to 
turn, 

I recently was visiting one of my friends, a farmer, who was dis- 
traught because he did not qualify for an operating loan this year. 
In the middle of our conversation, as he was wringing his hands 
and saying, **I don't know what to do. My farming days are over,** 
he picked up the telephone on the wall and called the local John 
Deere dealership ordering $1,500 worth of nev/ disc blades for his 
disc harrow, having no idea in the world whatsoever where he was 
going to get the money to pay for them. 

Why this kind of behavior? Let's talk about the rural individuals 
for a moment. Most of us have been trained to plant, to produce, to 
plow, and to harvest. More recently, with the help of the Extension 
Service, we have been taught how to market and even how to de- 
velop a financial management plan, but never in the far reaches of 
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our imagination— mine or our training— have there been thoughts 
of failure, relocation, or changing vocation. Few, if any, know the 
possibilities of help from the traditional social services or mental 
health services that may be in the rural areas. Most of them, if 
they are aware of this help, hesitate because of the very nature of 
the beast. 

This beast called rural America is a rugged, self-reliant individ- 
ual who has never allowed himself to depend on anyone and gener- 
ally not on the system. But things have changed. Our small com- 
munity has seen increases in alcohol and drug abuse, spouse and 
child abuse, divorce, and even attempted suicides. 

One of the most evident symptoms of the rural stress is the total 
withdrawal from all ways of community life and from family and 
from friends and even from church activities. Our rural families 
need help in dealing with the stresses, but most of them, as I men- 
tioned earlier, are too independent and too proud to seek this help. 

Because of my frustration over how to get help for my neighbors 
and friends, I joined with other concerned folks from across this 
Nation to foim the Rural Family Issues Coalition. This national co- 
alition has four very specific goals: 

One of the goals is to provide 24-hour phone crisis intervention. 

Two, to provide aggressive outreach by trained human services 
professionals who will jrovide immediate, on-site, one-to-one assist- 
ance for rural families in distress any time or place, and to stay 
with them until the problem is resolved. 

Three, to develop local peer support groups. 

Four, after they have resolved the immediate crisis, to connect 
them and refer them to the appropriate traditional helping services 
such as public health, mental health, extension, ministerial, and 
human services. 

The Rural Family Issues Coalition's go**^s are patterned after a 
highly successful program developed in P.mois called Stress Coun- 
try Style. Let me explain for just one minute why I think this kind 
of program can help in my community or in the thousands of simi- 
lar communities around this country. 

Rural folks find it very difficult to seek help locally, but will fre- 
quently spill everything of their troubles with a compassionate 
stranger. This is evidenced by the scores of cold calls made by the 
Stress Country Style program without one rejection. These first- 
time calls have resulted in a high rate of success in preventing sui- 
cide, homicide, and other problems that destroy the family life and 
the family itself. 

As I look around my community, I see many needs, but none 
more urgent than a workable outreach system. 

Mr. Chairman, I would like to leave with you information that 
details the needs of the rural outreach program and how the pro- 
gram works to have in the record, if it is your pleasure 

I would like to close by expressing my thanks to you for the work 
that you are doing to strengthen our rural communities. I would 
also like to thank Chairman de la Garza and his staff for introduc- 
ing H.R. 2398, a bill that would provide outreach programs and 
crisis management assistance for farmers and rural families. 
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My hope is that this kind of assistance could be utilized and ex- 
panded in conjunction with the good work that you are doing with 
these two bills that have been introduced. 

I want to thank you for the opportunity of appearing here on 
behalf of the coalition and my fellow farmers. I would be happy to 
respond to any questions. 

[The prepared statement of Mr, Youmans appears at the conclu- 
sion of the hearing,] 

Mr, JoNE. of Tennessee, Thank you very much, Mr. Youmans, 
for a very practical and fine statement. We will have some ques- 
tions for you at a later time. 

Now we'll proceed with the next witness, Ms, Mollie Anderson, 
the director of the Greater Nebraska Job Training Program, De- 
partment of Labor of Lincoln, Nebraska. 

We are pleased that you are here, Ms. Anderson. You may pro- 
ceed. 

STATEMENT OF MOLLIE ANDERSON, DIRECTOR, JOB TRAINING 
OF GREATER NEBRASKA, NEBRASKA DEPARTMENT OF LABOR 

Ms. Anderson, Thank you. 

Mr, Chairman and members of this subcommittee, thank you for 
the opportunity to testify today and the opportunity to bring mj 
young son to Washington and see Go' rnmeni at its best. 

My comments are submitted to you as a summary today. I'm pre- 
senting t!iem and I v^ould app^-eciate if you would put the full testi- 
mony in the record, 

Mr. Jones of Tennessee, Without objection, it will be made a part 
of the record. 

Ms. Anderson. Thank you. 

I am Moilie Anderson. I am the director of the Greater Nebraska 
Job Training Program which is a part of the Nebraska Department 
of Labor. We were pleased to receive an appropriation of $500,000 
from section 1440 of the 1985 farm bill which allowed us to contin- 
ue our ?griculture-in-transition program through September of 
1987. 

I am here today to ask for your continued support of our pro- 
gram which has proven to aid our distressed farming communities 
in Nebraska. Our program serves an 88-connty area whose No. 1 
industry is agriculture. Included in your packet today is informa- 
tion on the extent of the crisis and its impact upc • Nebraska, 

Because the problems facing rural America are so complex, we 
feel any programs offered as solutions must have a broad spectrum 
of alternatives to offer. Anything less will result in failure not only 
for the programs implemented, but tor the •)eople they are de- 
signed to help. 

As Congressman Coleman said today, today's agricultural crisis 
is far more than a farm problem. It is a rural community crisis 
that requires comprehensive solutions beyond the scope of tradi- 
tional agricultural programs which often stop at the farmgate. 

We support the rural development initiative intro luced to re- 
build rural America and restructure USDA, and we compliment 
this committee on its comprehensive design. 
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Let me quickly comment on a few of its objectives. First, we sup- 
port the creation of a Rural Development Administration within 
USDA and the establishment of a special advisor to the President. 
In our opinion, this places the emphasis on the fact that the rural 
economy has changed. No longer is it restricted to the dependency 
on agricultural production. It properly places revitalization and 
rural development on a par with agricultural production issues. 

Second, we support block grant programs to provide seed capital 
for rural economic development which would encourage private 
sector investment and provide funding for rural infrastructure 
needs. Without such assistance, rural communities cannot compete 
with their metropolitan counterparts. 

Third, we support the creation of one-stop shop ag action centers, 
a concept proven to be most effective. 

I would like to use the remainder of my time to comment on our 
program design, our performance, outcome, and our funding issues. 
The centerpiece of our program are six one-stop shops centers 
called ag action centers located in community colleges across our 
State. The colleges provide a comfortable, nonthreatening environ- 
ment free from the negative social service stigma that my counter- 
parts have already stated is vitally important to these programs. 

This was essential if we were to be able to reach the ag v orkers 
who traditionally liave a strong sense of self-reliance. We developed 
a three-pronged strategy which is outlined in the material you 
hav^ received. The first prong addressed the dislocated farmwork- 
er. We feel our first responsibility in our program is to keep farm- 
ers in farming. The centjrs allow people to come to their own con- 
clusions about their future in agriculture. They provide farm-ranch 
management courses; legal, financial, and stress counseling; refer- 
rals to social services p.gencies; and many times they provide help 
in just simply providing supplemental off-farm income in order to 
keep that farm operation going. 

The second prong addresses a dislocated farmer. It provides 
career assessment, counseling, classroom and on-the-job training 
and supportive services. It helps farmers realize they do, indeed, 
have transferrpble skills and they are not a dumb farmer. 

Because of the time constraints, I have provided the program 
performance information as a handout. I would like to tell you we 
have had 2,500 individuals come into our ag action centers; 1,300 of 
those individuals have been able to remain in farming; 900 had to 
get out of farming; and we have a 79 percent placement for those 
individuals at a cost of roughly $1,900. 

If you look at that last page of the material which I have submit- 
ted, you will see the return on the investment for the Federal Gov- 
ernment and you will see that by far they return more when they 
are v,orking than what they cost you in expense for these pro- 
grams. 

The third prong in our strategy, and one that is critical to the 
ultimate success of the program, is community services. There is no 
need to retrain people if there are no jobs available. To address this 
need, we must be able to implement programs that create jobs. 

If you will see in the material, there is a real need to provide 
marketing assistance for small towns, business incubation centers, 
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technical assistance for cottage industries, and we have no funds 
for those efforts. 

I would like to submit that there were some problems in the ap- 
propriations received in the 1440 bill. That was in regard to the 
ability to subcontract with other agencies. It was eventually re- 
solved, but it caused some red tape. 

In closing, I would like to say agriculture-in-transition has pro- 
vided a resource for our rural communities. We hope that if legisla- 
tion is passed our program can continue to be a model for other 
States to use. I think that it is apparent this group recognizes 
small farms and communities are an integral and vital component 
of America and that their preservation is critical to our productive 
survival 

Thank you. 

[The prepared statement of Ms. * -derson appears at the conclu- 
sion of the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Ms. Anderson, 
for a very good statement. Without a doubt, we'll be wanting to 
talk to you at a later date. 

Our next witness is Mrs. Andrea Jackson of LaPlata, Missouri. 

Mr. Coleman, do you wish to introduce Mrs. Jackson? 

Mr. Coleman. Mr. Chairman, I would certainly welcome Andy to 
our committee. I have known her as a farm wife and as a person 
not in my district but from north Missouri who has had some of 
the same problems as the people in my district because of the vast 
weather patterns that have inundated us for several years. I cer- 
tainlv y/elcome her and look forward to her testimony. 

She is going to be telling us as a participant in one of these pro- 
grams, and I think that is a unique perspective that will be given 
to us. 

Welcome, Andy. 

Mr. Jones of Tennessee. We are delighted to have you. You may 
proceed, Mrs. Jackson. 

STATEMENT OF ANDREA JACKSON, FARMER, LaPLATA, MO 

Mrs. Jackson. Thank you, Mr. Coleman, Mr. Chairman, and 
members of the subcommittee. 

My name is Andy Jacksor and I am from LaPlata, Missouri. I 
am married and have three sons. My husband and I have a farm- 
ing operation that has been adversely affected by the current eco- 
nomic conditions. I am a participant in the Career Options for Mis- 
souri Farm Families which is a university extension 1440 project. 1 
am presently employed but am looking at career options both in 
and outside our present location. 

I was a participant in a workshop with 10 other individuals, both 
men and v/omen, whose lives are in transition due to the economic 
conditions. Four of these people had college degrees in an area of 
agriculture; one had a graduate degree in agricultural education; 
and three had two or more years of higher learning. Of course, all 
of them had a high school education. Other participants in this 
project have less formal education which indicates that this project 
is serving a cross-section of individuals. We are all involved in agri- 
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culture production and/or agribusiness. We are respected commu- 
nity leaders, and our lives are in transition. 

One participant, who is a widower and father of three sons, does 
not want to leave his local area as his sons are established in 
junior high rnd high school activities and organizations. He has a 
B.S. degree in dairy science, had sold his dairy herd a week prior to 
our workshop, and he was there looking at possibilities for certifi- 
cation to teach. 

Another participant had recently quit farming, is divorced, and 
has no geographic limitations. He desires to relcjate, if necessary, 
and is simply exploring options, trying to find employment possi- 
bilities and to reconstruct a positive self-esteem. 

Other situations of workshop participants are cited in the 
Kansas City Times article which is enclosed with this testimony. 

Wc, as a group, shared similar problems, concerns, and goals, 
and we developed a caring relationship during the 3-day workshop. 
To those suffering from depression and who are struggling with 
transitional legalities, this workshop experience provided the op- 
portunity for fresh introspection and objectivity in the analysis of 
our own abilities. It provided the opportunity to feel assu.^ance 
that, yes, we still do have skills and capabilities — to re-estabiirh 
confidence in ourselves; the opportunity to step away from the 
problems for a brief time to look clearly at possible solutions. We 
had the opportunity for self-analysis through the Strong-Campbell 
Interest Inventory, and we had individual career counseling ses- 
sions and, importantly, the opportunity to initiate change for our- 
selves in a positive way. 

The university extension is an established, in-place vehicle to 
meet the needs of the ar;ricultural families that are in transition. 
In Missouri the netwc .King that is available through their career 
planning and placement center is a very strong ndvantage, particu- 
larly for individuals that may eventually look to leaving their 
home area. 

I just have a closing thought that actually coniss nom NaL Wtt's 
"Megatrends,'' but it relates so strongly to those of us who are in- 
volved in agriculture and involved in transitiop.: 

We are living in a time of parenthesis, tho time between eras. It 
is as though we have bracketed off the present, «vhich is here, from 
the past and from the future. We are clinging to thac known past 
because we are so fearful of the future. This time of parenthesis is 
a time of change and questioning. Although this time is uncertain, 
if we can learn to make that uncertaLity our friend, we can actual- 
ly achieve more in those unstable times than we can in stable 
times. We must get the clear vision of the road ahead. Once we 
have that clear vision, we have a renewed resilience and renewed 
confidence in our abilities to adapt to our ever-changing society. 

I feel strongly that the 1440 program provides an opportunity for 
people who are involved in agricu- ^re to accurately assess their 
abilities and to adapt to this changing society. 

I thank you for the opportunity to share my thoughts with you. I 
would entertain any questions that you might ha e. 

[The prepared statement of Mrs. Jackson appears at the conclu- 
sion of the hearing.] 
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Mr. Jones of Tennessee. Thank you very much, Mrs. Jackson, for 
a very fine statement. 

Our next witness is one that has been added from the thiitl 
pane], Mr. Larry Werries, director of the Illinois Department of Ag- 
riculture, Springfield. 

Mr. Werries. 

STATEMENT OF LARRY A. WERRIES, DIRECTOR, ILLINOIS 
DEPARTMENT OF AGRICULTURE 

Mr. Werries. Thank you, Mr. Chairman and members of the sub- 
committee. 

I deeply appreciate your adjusting the schedule to accommodate 
a flight to Chicago. 

I wixi truly attempt to summarize my comments which I submit 
for th3 record. 

Mr. Jones. Without objection, the entire statement will be made 
a p^rt of the record. 
Mr. Werries. Thank you, sir. 

I'm the director of the department of agriculture in the State of 
Illinois and also a grain and livestock farmer in the west central 
part of the State. We have not been immune from the agricultural 
problems in the State of Illinois although we feel like we have 
fared a bit better than some of our neighbors in the eastern and 
western edges of t le cornbelt. 

We feel that our three main reasons for the fact that Illinois per- 
haps has come through those in a little better shape are: first of 
all, we re a prairie State. Our soil is very rich, the weather has 
been a little better than some of the western cornbelt States have 
experienced in drought times. Also, we feel as though our economy 
IS more diverse in the State of Illinois. In other words, farmers and 
their wives have more opportunities to find off-the-farm employ- 
ment. 

Nevertheless, just yesterday I called the association which repre- 
sents the farm retail equipment dealers, and in 1980 we had 600 
farm equipment dealers in the State of Illinois; today we ha/e 425, 
a loss of nearly one-third. Just yesterday in one of the Chicago 
papers I read that the bottom six counties in deep southern Illi- 
nois—families which require obstetric services cannot find them in 
those counties. They go to Paduka or Cape Jerado. Mr. Coleman, 
going to Cape Jerado for those services may not be all that bad, 
but, nevertheless, it's pretty far for some of them. We've lost some 
support se--ices, both ag-related and nonag-related, in the State of 
Illinois, as her States have. 

We have taken several initiatives at the State level to try to ad- 
dress these problems. We feel as though we have been very active, 
and several people have alluded to programs going on in Illinois 
that we re quito proud of: the Stress Country Style Program is one 
that I think other States are modeling their programs after. 

We feel as though these programs have taken a logical sequence. 
First of all, the Extension Service got involved in attempting to 
counsel farm }rs to become better financial managers. We did that. 
The logical sequence there was to provide some financial assistance 
programs. It was found that those programs were not correcting all 
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of the problems which were found out in rural Illinois. Then we 
went to a legal assistance program to help farmers with legal prob- 
lems if they could not truly afford them. Then the next program to 
begin was the stress counseling program. I suppose the next logical 
program is then rural development. 

Our emphasis has been to try to keep farmers on their farms, if 
we could truly do that. If that is not possible, then I think we 
should consider rural development programs to provide alternative 
employment either in addition to the farming operations or per- 
haps in some cases as an alternative to farm employment. 

I would suggest that some programs are worthy of your consider- 
ation, then, at the Federal level. I might just summarize by listing 
some of those. I think technical assistance is an important aspect 
for the Federal 4evel to consider. Most rural communities are gov- 
erned by part-time or volunteer leadership. In many cases they're 
not always up on the avai3ability of State and Federal programs. I 
think that with some guidance from State and Federal officials 
these communities can avail themselves of these programs. 

Modernization grants, water and sewer system upgrades are still 
important as infrastructure additions to local communities should 
they seek to attract industry. 

I am presently serving on a task force in the State of Illinois that 
is chaired by our director of the experiment station at the Univer- 
sity of Illinois, seeking to establish a system whereby farmers can 
avail themselves of the best technical assistance out there via a 
computer system, computer-assisted decisionmaking, if you will. 

Diversification — this seems to be the bjrword in central America. 
The problem of farmers not making it raising traditional commod- 
ities and seeking to devote part of their farming operation to alter- 
native enterprises. 

Then local incentives I think should be a part of any Federal pro- 
gram. 

I appreciate the chance to be with you, Mr. Chairman and mem- 
bers of the subcommittee. I stand available to answer any ques- 
tions. 

[The prepared statement of Mr. Werries appears at the conclu- 
sion of the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Mr. Werries, for 
a good statement. Without a doubt, we will be asking you for some 
help a little later. 

Our next witness, and the final witness of this panel, is Mr. Jay 
Hedges, the director of the Illinois Department of Commerce and 
Community Affairs of Springfield. 

Mr. Hedges, we are delighted that you are here. You may pro- 
ceed. 

STATEMENT OF JAY R. HEDGES, DIRECTOR, ILLINOIS 
DEPARTMENT OF COMMERCE AND COMMUNITY AFFAIRS 

Mr. Hedges. Thank you, Mr. Chairman. 

I also will summarize my comments and submit them for the 
record. 

Mr. Jones of Tennessee. Without objection, they will be made a 
part of the record 
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Mr. Hedges. It's been only two short a period of time since 
people in the economic development community sat at a table like 
this with members of the agriculture community. For many years 
we struggled and fought for scarce resources, and agriculture 
wasn't considered economic development. In recent years, certainly 
in Illinois and our sister States represented on this panel, I believe 
economic developers have recognized that the agricultural commu- 
nity is the lifeblood of the Western States, and the diversification 
and food processing sorts of industries that are related certainly 
are very dependent in terms of our general economy. We bit here 
together at the same table today working hand and hand as op- 
posed to fighting for scarce resources. 

I present an agency of about 700 employees and about $700 
million in Illinois in terms of economic development. We do a 
number of things, all related to economic development, including 
administration of numerous State programs like job training, de- 
velopment block grants, and many other procurement assistance 
and business management assistance, and other kinds of programs 
to assist businesses. 

We also run the Film Office and manage an Illinois Office of 
Tourism, all parts of our broad, diversified Illinois economic devel- 
opment efforts. We also have a very large and extensive small busi- 
ness assistance bureau in our agency. We feel that this is the real 
growth potential in eco mic development in Illi::ois and certainly 
in many other midwestern and other States. 

Within that is where we have begun to really identify the needs 
of rural economic development throughout our State. We have 
found that in light of the fact that we have such large resources 
and so many programs, including Federal dollars, we have still not 
been able to properly address the needs of rural Illinois. 

There are some successes, we believe, however, and some encour- 
agement and reasons why we think there is potential to develop 
these smaller communities in terms of economic development and 
related businesses. In particular, we're finding increased auto sup- 
pliers bring new jobs to our State and to the Midwest, particularly 
interested in what's become known as the "farm work ethic" in Il- 
linois and in the Midwest— foreign and domestic manufacturers in- 
terested in finding farm families and farm people to rui. and oper- 
ate their manufacturing facilities. I feel this offers enco ^agement 
to rural Illinois and rural America. 

New value-added processing facilities we think will be very im- 
portant to not just diversifying crops, but making more creative 
uses for our existing traditional crops. 

We also feel that there is good news in the area of tourism, some- 
thing we haven't talked much about today, but something that will 
be critical to farm communities and rural communities as people 
seek more diversified tourist and travel activities throughout Illi- 
nois and throughout the Midwest. 

We believe there are some great potentials for success in this 
area, and we not only look toward the Federal Government for pro- 
viding assistance, but the State of Illinois and other States as you 
have heard from today are making State commitments in terms of 
resources and programs to try to correct these problems. 
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Illinois is working to meet these challenges and has provided 
leadership in terms of funding a program to address them. Specifi- 
cally, Lieutenant Governor George Ryan conducted 22 public hear- 
ings during the last year and more than 115 towns were represent- 
ed during these hearings to listen to the concerns of citizens from 
rural Illinois. 

We found that there were several major areas of concern: con- 
tinuing to maintain a rural emphasis and not trying to urbanize 
our rural areas was important to people in our communities to bol- 
ster the rural economy and attempt to provide State and Federal 
assistance to help local efforts, and to strengthen the local govern- 
ments who manv times don't have the professionals and economic 
developers that larger communities have. Also, to improve the edu- 
cation and human resources of these communities, to serve the 
needs of businesses that may be interested in expanding or relocat- 
ing. 

We think it's important that the Federal Government work with 
States and with local governments to encourage the investment of 
private capital in our communities, not just to use State resources 
and Federal resources, but to encourage the leveraging and invest- 
ment of private capital, because we believe this is the only way 
that natural markets can be generated rather than just creating 
employment with Federal and State dollars. 

We think it's important to look at innovative ways to provide fi- 
nancing assistance and not tie the hands of State development 
agencies and local government r^encies with specific guidelines 
that may not apply the same nationwide, to provide that ^exibility 
within certain targeted areas. 

We have been participating in a program just recently adminis- 
tered by the USDA, the Rural Development Program, which allows 
the State of Illinois now, as one of four States in the country, to 
provide low-interest loans, direct loans, grants for feasibility stud- 
ies and technical assistance, as well as loan guarantees provided by 
the Federal Government. Four point seven million dollars was 
awarded to Illinois just about 30 days ago. That will be used in con- 
junction with the new rural economic development program admin- 
istered by our agency and appropriated through the Illinois State 
general fund of $2 million. So the State has provided its financial 
commitment and program commitment to accent and complement 
the Federal program that we think is so important. 

Let me summarize my statement by saying in some specific areas 
we think that the Federal Government and this committee, consid- 
ering the bills at this point, should consider very specific programs 
to assist rural economic development. 

Specifically, revolving loan funds financed by the FmHA and 
State funds can help displaced farmworkers to develop their own 
small businesses. Fn?.IiA F,uarantees are others administered by 
T^SDA can help the direc* loans. State and Federal loans, to pri- 
vate assistance, to provide additional financing for more traditional 
business and industrial expansion in rural areas. Finally, Federal 
loan guarantees for agribusiness to help diversify rural economies 
with value-added efforts. 

We support limits of population of 20,000 which will also mirror 
some of our State programs to try to fend off some of the competi- 
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tion from the more urban areas, and we also believe that it makes 
sense to require State funding commitments in conjunction with 
Federal funds. 

We also believe that there should not be an injection of State 
and Federal dollars that exceeds more than 50 percent of the total 
project to guarantee that there would be private dollars in projects 
so that they would be more economical. 

Finally, we just simply encourage continued cooperation of the 
agricultural community and the economic development community 
and government at ail levels, including Federal, State, and local 
government, in attempting to address this issue. We believe it is a 
timely issue and one that is very popular in terms of discussion. 
It's important that the Federal Government strike while the iron is 
hot and attempt to take advantage of these sentiments so that 
these programs can be created and used effectively. 

Thank you. 

[The prepared statement of Mr. Hedges appears at the conclusion 
of the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Mr. Hedges. 

That does complete the panel. I think, simply stated, that each of 
you has complimented what this subcommittee has done so far. I 
think each of you has also indicated your willingness to do all that 
you can to assist us in completing a rural development program 
that will be acceptable to rural America and do something out 
there that needs to be done very badly. 

In order to finish this hearing on time, and time is of essence 
today as it is most days here, Fm going to forego asking any of you 
any questions but reserve the right to contact any of you by letter 
or telephone for any additional assistance that we might need here. 

Mr. Coleman. 

Mr. Coleman. Thank you, Mr. Chairman. 

I do have some questions. I want to take advantage of these 
people being here, but I will try to m,ike them as brief as possible. 

Bill, your operation is under 1440. ^\'e have a 1-year, $500,000 ap- 
propriation. What hap^ns the next year? 

Mr. Heffernan. We re hoping for more appropriations so we can 
contmue this, Mr. Coleman. There are pai-ts that are moving into 
place, but still this is sort of the key to many other programs in 
fact we are already building on. It is really quite vital that we con- 
tinue this part of it. 

Mr. Coleman. You haven't found an alternative source? 

Mr. Heffernan. We have not found an alternative source. 

Mr. Coleman. Ms. Anderson, as you know, and I certainly would 
give credit to Nebraska that the agricultural action centers in H.R. 
2026 are patterned after your experience and you have been very 
helpful. Although your experience started out with a department of 
labor grant, as I understand it, of $1 million, and we have kind of 
worked through the Extension Service on our approach in what 
we re working on, and what Fm trying to have and would like to 
have is the action centers that we would authorize here would be a 
combination of Bill Heffernan'b operation, which is emphasizing 
the OTiotional, the social, that side of the thing, and yours such as 
job trainmg, maybe a little bit more accent there to bring about a 
product which takes the best features of both. 
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I just want to point cut to the subcommittee and for the record 
this very important appendix that you have attached to your pre- 
pared statement which shows that this is cost effective. What we 
are doing here is saving money and actually producing more reve- 
nue. When you take the 743 people who have enrolled in your serv 
ices, when you assume that they are being paid — you know how 
much they're being paid, $5.59 almost— they pay back in 1 year all 
of the money practically that you receive through that grant of the 
Federal Government. They pay that back in taxes 'xnd also to the 
State, and have in turn put out $9,000 in that community which 
the economists say turns over seven times. 

When people ask us how much our programs cost, I think this is 
the type of thing that we can say it is actually going to be a pro- 
ducer of revenue and not a drain necessarily on revenue. 

I didn't comment on the last panel, but I think making the Fed- 
eral Government more efficient, perhaps consolidating some pro- 
grams and bringing them under the umbrella agency of the Rural 
Development Administration will also save money. It's got to, con- 
sidering that we've got bureaucracies all through the agencies here 
that don't know what they're doing and the left hand doesn't know 
what the right hand is doing. 

I don't know what your experience was, but when we started 
trying to figure out what was going on, we had an awfully hard 
time. 

Ms. Anderson. I think our experience was somewhat sin^iliir. 
For the farmer when we got all the groups together that could 
have some impact upon the crisis they were currentl.^ going 
through, they were almost boggled at where to go. Those one-stop 
shops are critical to having those individuals access Federal pro- 
grams. 

I would like to say one thing on your comment about the return 
on investment. That is a good piece of information, and I might add 
that if you look at the drain on unemployment in rural communi- 
ties, that will show you what is happening with the financial 
impact when these individuals are unemployed in their communi- 
ties. 

I would want you to know these individuals are certainly very 
marketable to businesses in our State if we are able to provide the 
job training programs to assist them in making that transition. 
There are, and there will be, jobs for those individuals. 

Mr. Coleman. Well, the argument that I make is that the rural 
community is full of people who have a ^ jry strong work ethic. 
They just want to have a job to be able to work. They will put 
those talents that they have been able to do so well in agriculture 
to create unparalleled success and production surpluses that are 
continuing to plague us on the supply side— be able to apply those 
types of capabilities to a different job with a strong dedication for a 
fair day's wage. I think that is something that corporate America 
has passed up. We're going to hear from the chamber of commerce 
soon and we'll get into that. 

You are utilizing the State education system as your action cen- 
ters; are you not? 

Ms. Anderson. Yes. 
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Mr. Coleman. Have you had any experience or have you consid- 
ered nonuniversity sites? You said that people were willing to go in 
there; that they don't feel so funny about going in and seeking as- 
sistance there, 

Ms. Anderson. We did poll farmers and in our Stato they felt 
that the community college was the non threatening environment 
that they would feel comfortable going to. I would want you to 
know that I certainly would have no aversion to working with the 
Extension Service. In fact, we do have a cooperative relationship. 

In our State, though, we did find that farmers felt that the Ex- 
ti^nsion Ser/ice was there for successful farmers and it was difficult 
for them to go back to them for advice as to how to get out of farm- 
ing. That does not mean, though, in our State that the Extension 
Service did not help us in providing those services \n the ag action 
centers. I think that a cooperative relationship can ije worked out. 

Mr. Coleman. Mr. Hedges, finally, does Illinois have a rural de- 
velopment plan? 

Mr. Hedges. Yes. I believe we provided copies to your staff and a 
letter from the Lieutenant Governor which not only summarizes 
the comments received in these 22 public hearings, but also makes 
several recommendations on how to develop the rural economy. 
Also, we have several pieces of legislation pending in Springfield at 
this present time which we believe will be enacted by July 1. 

Mr. Coleman. Finally, I wasn't clear on the grant that you re- 
ceived from USDA recently of $4.7 million. Could you again— I 
didn't find it in your testimony; maybe it's in there. 

Mr. Hedges. Yes, I believe there as an attachment provided that 
will go into detail on that program. If not, we'll certainly make it 
available to you. 

Illinois received just a few weeks ago a commitment from the 
USDA FmHA rural development program which is referred to— 
the funding comes through a not-for-profit, national finance corpo- 
ration which has been established with the name Minnesota on it. 
Four States are participating and will be receiving funding during 
the coming fiscal year. 

Mr. Coleman. Is that a loan? 

Mr. Hedges. Of the $4.7 million to Illinois, $1.7 million will be 
direct loans and grants for feasibility and marketing studies; the 
other $3 million will be in loan guarantiees. 

Mr. Coleman. Thank you. 

Mr. Hedges. As I have said, we have complemented that with an 
additional $2 million of State funding. 

Mr. Coleman. Thank you. I thank all of you for coming and your 
very fine testimony. 

Mr. Jones of Tennessee. Thank you very much, Mr. Coleman, for 
your questions. 

Thank you, panel, very much for being here. 

Mr. Nagle, do you have any questions? 

Mr. Nagle. No, Mr. Chairman, I don't. 

Mr. Jones of Tennessee. We can call them back. 

Do you, Mr. Jontz? 

Mr. Jontz. No, Mr. Chairman. 

Mr. Jones of Tennessee. Do you, Mr. Penny? 

Mr. Penny. No, Mr. Chairman. 
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Mr. Jones of Tennessee. We'll reserve the same right that I did 
to ask them questions if necessary. 

We have a vote on the floor. I think this would be a good time to 
recess the subcommittee and come back for the final panel. 

[Recess taken.] 

Mr. Jones of Tennessee. The subcommittee will resume its sit- 
ting. 

We have three witnesses on this panel today: Mr. Jim Hall, the 
assistant to the Governor of Tennessee, Governor Ned McCorter, 
from Nashville, Tennessee; Ms. Aliceann Wohlbruck, executive di- 
rector of the National Association of Development Organizations 
here in Washington; and Mr. Stuart B. Hardy, manager of Food 
and Agriculture Policy, Resources Policy Department, U.S. Cham- 
ber of Commerce, in Washington. 

We are delighted for all of you to be here. Jim, my special friend 
from the State of Tennessee, assistant to Governor McCorter, we're 
delighted that you could come and be with us. 

You may proceed. 

STATEMENT OF JAMES HALL, ASSISTANT TO THE GOVERNOR, 
STATE OF TENNESSEE 

Mr. Hall. Mr. Chairman, it's a pleasure to be here and appear 
before the •''^an of our congressional delegation and the good friend 
of the Governor and a good friend of the State to testify on an ex- 
tremely important subject to all Tennesseans which is the develop- 
ment in our State of essentially tv/o Tennessees. 

I have brought with me today and want to bring to your atten- 
tion a recent report by the Tennessee Advisory Commission on 
Intergovernmental Relations. It was submitted to the legislature in 
April of 1987. It is on economic growth and change in Tennessee. I 
want to highlight a few points out of that report for the subcom- 
mittee. 

The findings in that report basically have highlighted that the 
poor counties in our State are mostly rural; that the metro areas in 
Tennessee have higher incomes, higher levels of educational attain- 
ment, higher growth rates in the population and sales tax collec- 
tions and per capita incomes; that there is lower unemployment; 
and that metro areas rank higher overall in both the growth index 
and economic health index in our State. 

Of importance and significance we feel is the fact that the non- 
metro areas have 34 percent of their workforce employed in manu- 
facturing compared to 20 percent in the metropolitan areas. There- 
fore, the recent losses in manufacturmg jobs have had a greater 
impact on our nonmetropolitan or rural, poorer areas in the State 
of Tennessee. 

The problems of Tennessee are really increased by the disparity 
between the urban and rural areas of the State. The major cities 
are close to or above the national average in per capita income. 
The latest statistics produced by the U.S. Bureau of Economic 
Analysis show that only two counties had a per capita income 
above the national average. Both of these counties are in the Nash- 
ville metropolitan area. When the State's metropolitan areas are 
taken as a whole, they had a per capita income 78 percent of the 
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national average. This is in sharp contrast to the 64 percent for 
nonmetropolitan areas. Additionally, 7 rural counties had a per 
capita income less than half of the national average while another 
34 counties had per capita income between half and Uvc thirds of 
the national average. 

One indication of the dilemma faced by these low-income coun- 
ties is revealed by a comparison of the relative income level with 
educational attainment. A recent study has shown that 15 of the 
lowest income counties in Tennessee also have the lowest educa- 
tional attainment. In addition to the relationship between educa- 
tion and income, there is also a strong relationship between educa- 
tion and unemp'.yment. The higher the unemployment rate, the 
lower the education level. 

Other signs of the disparity between the ur^?,n and rural areas 
of the State are the level of unemployment and employment 
growth patterns. The nonmetropolitan area unemployment rates 
have been consistently higher than the metropolitan rates since 
1973. In 1985 the metropolitan areas had an average unemploy- 
ment rate of 6.3 percent while the nonmetropolitan areas* unem- 
ployment rate was 11.4 percent. The slowing down of employment 
growth incurred before the 1980 recession and may be related to 
the exportation of manufacturing jobs and the chronic problems of 
American agriculture. The post-war growth of manufacturing, par- 
ticularly nondurable manufacturing, in rural Tennessee probably 
sustained small family farming by providing alternative and sup- 
plementary employment for farm families. The simultaneous de- 
cline of manufacturing and farming has contributed significantly 
to higher levels of unemployment in many rural areas. Moreover, 
persons whose job skills are limited to farming and traditional 
manufacturing will experience limited re-employment opportuni- 
ties except in low-rate service jobs. 

Current growth patterns are increasing the disparity between 
urban and rural areas. Employment in urban areas increased 5.7 

Bjrcent from 1980 to 1985 and only 2.8 percent in the rural areas, 
uring this time period most of the counties in Tennessee that ex- 
perienced rapid employment growth were in middle and east Ten- 
nessee. The largest concentration of low employment growth coun- 
ties \yere west of the Nashville metropolitan area. Most of the 
counties that experienced employment losses also experienced 
losses in manufacturing employment. The concentration of job 
losses in manufacturing that occurred in the rural counties of 
upper west Tennessee were primarily in nondurable goods indus- 
tries, those hit by foreign competition. 

In manufacturing, jobs reached an all-time high in 1979, then de- 
clined drastically and have not returned to the 1979 level. Al- 
though there was a short-term upward trend in 1983, jobs de- 
creased again in 1984. As a result of recent slow employment 
growth trends, 52 Tennessee counties, 47 of those in nonmetro or 
rural areas, h-d greater than 10 percent unemployment in 1985, 
compared to f national average of 7.2 percent and a State average 
of 8 percent. 

Because of the lack of employment opportunities in rural areas, 
niany people are forced to move to ur!"an areas or commute long 
distances from work. Without sufficient employment opportunities 
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in our State's rural areas, many of the communities in these areas 
would not be able to survive. To correct these long-term problems a 
nevy approach to economic development is needed in Tennessee, es- 
pecially in rural areas where unemployment has remained high 
and income low. 

Little thought has been given to what type of infrastructure 
would best suit a small community. Even less consideration has 
been given to what type of indust^ should be recruited or business 
development assistance provided. Expensive investments have been 
made for water and sewer lines, rail spurs, access roads., and indus- 
trial buildings and property, only to recruit companies that 
produce nondurable manufactured goods. The result has been in 
textile industries dominating Tennessee's rural economy. 

Now, widespread plant closings have left many communities with 
few jobs, low skill levels among workers, and little hope. To solve 
these problems, a cooperative effort between the State and Federal 
governments will be needed. 

In Tennessee we are developing programs that we feel will aid in 
the economic development of the State. First, we have initiated a 
venture capital program to assist in the start-up of new industries. 
Second, we have implemented a better schools program to improve 
teacher pay and increase the quality of elementary and secondary 
education. Third, we have started a massive road improvement and 
construction program that will improve access to rural areas of the 
State. Fourth, we will be implementing a housing program to make 
it possible for low-income families to have access to decent housing. 
Fifth, we will be implementing an indigent care program to insure 
that low-income persons will not be denied access to the health 
care system. Sixth, and mast importantly. Congressman, we will be 
preparing a 95-county job economic development program to coordi- 
nate all of the State's development programs and to serve as a 
guide for the formulation of economic policies. 

One of the most important parts of our economic development 
initiative will be a series of cabinet meetings that our Governor 
will be holding across the State starting on June 11 and 12 of this 
year. The purpose of these meetings will be to learn what Tennes- 
seans are concerned about and focus our State problems to address 
these concerns. 

Let me iust state that in Tennessee we think we need to be ag- 
gressive about the problem of what is happening in our State in 
the development of two Tennessees. We are proud of the basic 
values and qualities of life that have their origin and strength in 
the rural character of our State. We cannot let the rural areas of 
our State continue to suffer. We must be prepared for the economic 
growth that will keep the rural areas of our State alive. 

From the Federal level, we would like to see support for rural 
development in the form of programs to assist the small businesses 
One area where assistance is needed is in the financing of new 
business operating expenditures. A program that would provide 
support during this crucial start-up period would insure that more 
small businesses survive and continue to provide much-needed em- 
ployment in rural areas. 

Let me just note at this point we certainly concur in the pro- 
grams that are being reviewed by this committee and the focus 
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that is being placed by this committee on what we think is prob- 
ably the most important problem to the citizens of our State as we 
approach the yei.r 2000. 

To summarize, the p»'imary problem we face in Tennecsee is one 
of uneven economic growth across the State of Tennessee. The 
challenge we face is to manage growth in areas that are doing well 
and stimulate growth in the rural areas that are not doing well. 

Thank you very much. 

[The prepared statement of Mr. Hall appears at the conclusion of 
the hearing,] 

Mr. Jones of Tennessee. Thank you, Jim, for taking the time to 
come here and appear and to give a very good and clear scene on 
what the situation is in our State. We appreciate this very much. 
Without a doubt, you will be willing to work with this committee 
on anything that we may bring forward. 

Mr. Hall. Yes, sir. 

Mr. Jones of Tennessee. We appreciate that. 

The next \. ness is Ms. Aliceann Wohlbruck, the executive direc- 
tor of the National Association of Development Organizations in 
Washington. 

Ms. Wohlbruck, welcome. You may proceed. 

STATEMENT OF ALICEANN WOHLBRUCK, EXECUTIVE DIRECTOR, 
NATIONAL ASSOCIATION OF DEVELOPMENT ORGANIZATIONS 

Ms. Wohlbruck. Thank you, Mr. Chairman. 

I will just siimm:xrize my statement, sir, and osk that it all be 
included in the record. 

Mr. Jones of Tennessee. Without objection, it will all be made a 
part of the record, 

Ms. Wohlbruck, Thank you. 

I would like to thank you, Mr. Chairman and Mr. Coleman, for 
inviting NADO to be represented at these hearings today. Our 
members are grateful for your leadership in gaining better under- 
standing of the needs and problems faced by rural communities, 
We appreciate the opportunity of commenting on the problems 
facing rural communities and the rural development legislation 
pending before the subcommittee. 

NADO was founded in 1967 by a group of economic development 
districts to encourage the creation and retention of jobs in rural 
and small metropolitan areas. Today our members are multicounty 
planning and developn:cnt organizations and other State and local 
and private agencies which help local governments and the private 
sector work together on business, community, economic, and rural 
development programs. 

Among our members are the Southwest Tennessee Development 
District in Mr. Jones' district and the Green Hills Regional Plan- 
ning Commission in Mr. Coleman's district. 

For thousands of small communities, development district staffs 
provide the only professional assistance to governments, businesses, 
and citizens in the field of economic development. By working coop- 
eratively through development districts, local governments and the 
private sector can maintain and create jobs with a minimum of 
control from Washington and maximum local participation. 
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For small metropolitan and rural communities, the Farmers 
Home Administration nonfarm programs, the Economic Develop- 
ment Administration, the Appalachian Regional Commission, and 
the Small Business Administration are the Federal development 
programs which have been of the greatest assistance. 

As you can see from the chart at the end of our prepared state- 
ment. Federal grant and loan programs of greatest importance for 
rural development have been cut by 61 percent from 1980 to 1987. 
The Reagan administration's fiscal 1988 budget would bring the re- 
duction since 1980 to 67.5 percent. Nearly one-third of that reduc- 
tion from 1980 to 1987 was termination of general revenue sharing, 
but the rest of the cut was spread among many small programs. 
The fact is that the administration and the Congress have eliminat- 
ed some rural programs and severely curtailed others, including 
EDA, ARC, and Farmers Home. The 1988 column on that chart 
shows what has been requested by President Reagan for the 
coming fiscal year. 

We agree with you and Mr. Coleman that the Department of Ag- 
riailture must become involved in nonfarm development programs. 
However, are fearful of putting all our rural development eggs 
in one basket. Just as urban areas receive development assistance 
through various Federal departments, we believe that rural com- 
munities must be eligible for various types of Federal assistance. 
Rural communities must continue to be eligible for transportation 
assistance from DOT, for small business aid from SBA, and for eco- 
nomic development funds from the Department of Commerce. 

In the past several years we have seen this subcommittee and 
the appropriations subcommittee add funding for nonfarm Farmers 
Home programs and then watched USDA reprogram the funds to 
agriculture. We also agree with Mr. Gunderson about the problem 
of current Federal fornpulas that are not applicable to rural areas. 

NADO was one of the groups that supported your efforts, Mr. 
Jones, in enactment of the Rural Development Policy Act of 1980. 
We had high hopes for the Office of Rural Development Policy and 
the appointment of an Under Secretary for Rural Development, 
and that this would lead USDA to be a real leader in the field. Un- 
fortunately, we have seen the Office of Rural Development Policy 
abolished and the Under Secretary's position filled only on an 
acting basis for almost a year. 

Simp' moving boxes around on an organization chart will not 
help rural communities who face declining revenues and popula- 
tion lubbeb. Congress can lead u>e USDA hnrse to the rural develop- 
ment water, but they cannot make it drink. We support the re- 
quirement that GAO analyze existing rural programs in the hope 
that this will lead to congressional action requiring the administra- 
tion to implement and fund currently-authorized programs. 

As you can see from our budget analysis, the Reagan administra- 
tion has called for the elimination of virtually every existing pro- 
gram for rural development. We are pleased to hear that the ad- 
ministration is now in favor of rural development, but we wouM be 
even more pleased if ihey were in favor of funding the program. 

While volunteers in the private sector participation are essentia! 
to the success of rural development, NADO believes that Federal 
money will be needed to help bring back or retain economic stabili- 
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ty in rural communities. Our members will do their best to support 
the authorizing legislation that you two have proposed, but we are 
most concerned whether the budget and appropriation committees 
will see fit to include actual dollars for implementation. 

The Reagan administration has told Congress that money is 
needed for defense and for foreign aid, but rural citizens are being 
told to pick themselves up by their bootstraps and use volunteers. 

The three highest priorities for funding for rural development 
purposes from our members' perspective are grants to rural organi- 
zations for establishing revolving loan funds to provide capital to 
create private sector jobs, grants and loans for needed infrastruc- 
ture in rural counties and communities, and grants to locally-based 
organizations to provide management assistance to local govern- 
ments and small businesses in rural areas. 

In conclusion, I would again pledge NADO's cooperation to help 
you refine the legislation and to gain support of your colleagues in 
the House and the Senate. We're delighted that your bills recognize 
the need to revitalize rurai America through nonfarm development 
programs. We look forward to working not only for authorization, 
but also for appropriations and implementation in the next fiscal 
year. 

[The prepared statement of Ms. Wohlbruck appears at the con- 
clusion of the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Ms. Wohlbruck, 
for a very fine statement. We will be communicating with you in 
this regard. 

Our next and final witness is Mr. Stuart Hardy, the manager of 
food and agriculture policy, Resources Policy Department, U.S. 
Chamber of Commerce, here in Washington. 

Mr. Hardy, we are pleased that you are here. You may proceed. 

STATEMENT OF STUART B. HARDY, MANAGER, FOOD AND AGRI- 
CULTURE POLICY, RESOURCES POLICY DEPARTMENT, US, 
CHAMBER OF COMMERCE 

Mr. Hardy. Thank you, Mr. Chairman. 

I am going to keep my comments extremely brief because I think 
the other witnesses have brought out many of the points that we 
have made in our prepared testimony. I would simply like to un- 
derscore a couple of the points made here earlier this morning. 

I am very pleased to be ^^'^re and testify on behalf of the hun- 
dred? of local chambers of coiiiuierce in rurai areas and to state 
their support for the approach outlined in H.R. 2026 and H.R. 1800. 

Rural Main Street business people are an important part of the 
decisionmaMng process in rural communities, and very often the 
political and volunteer leadership of communities is taken from 
local business and professional people. Rural chambers tend to be 
highly realistic and even fatalistic about the changes taking place 
in their communities. They are very well av/are that many of the 
driving economic forcer, have global causes and implications; that 
their local economies are linked to an international economy in ag- 
riculture, energy, mining, and other sectors; and that even the Fed- 
eral Government and Congress have little control over these driv- 
ing economic forces. 
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1 jcal chambers understand that fundamental restructuring of 
rural economies is now occurring and will continue to occur what- 
ever policies the Federal Government nay adopt. The key, and I 
think the key that has been stressed here this morning, is to give 
rural leaders, whether they be elected or appointed, whether they 
be on salaries or volunteer, to give those leaders the capacity and 
opportunity to respond to change, to expand their knowledge base 
and technical skills so that they can better assess their options and 
make better plans for the future. 

The policies and programs contained in both H.R. 1800 and H.R. 
2026 have the necessary characteristics to give rural leaders the 
support they need to cope with structural change and economic dis- 
locations. Specifically, these bills are based on the concept of part- 
nership, that is, working with local leaders and using Federal re- 
sources to leverage additional resources in the private sector. These 
bills recognize the great diversity in rural America and provide the 
flexibility and adoptability to be effective in addressing the huge 
variety of conditions in rural America. 

We also appreciate and support the higher profile that H.R. 2026 
would give to rural revitalization in the Agriculture Department. 
We think that is long overdue. 

Finally, we urge the subcommittee to support legislation to 
create a secondary market for farmland mortgages. Of course, this 
legislation is under consideration elsewhere by the subcommittee, 
but we would hope that that would be part of any broad package 
for rural revitalization. 

Thank you, Mr. Chairman. 

[The prepared statement of Mr. Hardy appear? at the conclusion 
of the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Mr. Hardy, for a 
fine statement. Without a doubt, we will be calling upon you for 
some consultation and advice as we move on. 

I am going to take the same privilege that I did with the other 
panel and not ask questions of this panel, but reserve the right to 
communicate with you for any questions that we might have later. 

Mr. Coleman. 

Mr. Coleman. I will follow suit, Mr. Chairman. 

I want to thank all of you who have supportive testimony for our 
bills. We appreciate that and we appreciate your coming to Wash- 
ington to present those. Thank you very much. 

Mr. Jones of Tennessee. Thank you, Mr. Coleman. 

Dave Nagle. 

Mr. Nagle. Mr. Chairman, the last panel when I got ready to 
ask questions got up and left. 

Mr. Chairman and Mr. Coleman, I'd like to congratulate you on 
your work this niorning. 

Diane and I moved here in January. Quite frank y, we felt about 
the first week nothing but awe, but also .vome anger in that people 
were going into stores and buying things, construction was going 
on, people were going to work. We transformed thst back to 
Toledo, Iowa and New Hampton where people aren't going to work, 
stores are closing. I have maintained for a long time that the Main 
Street merchants- the business people, are the forgotten soldiers of 
this war that we're going through in rural America. 
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I think, Mr. Chairman, that I would be remiss if I didn't con- 
gratulate you and Mr. Coleman on your efforts. I pledge my full 
support to you. I think youVe done yeoman's service here. 

To the panel, I can only say one thing, and that is that I am dis- 
appomted that Under Secretary Myers did not stay to hear the real 
testimony of what's going on in rural America because the picture 
you paint and the picture he painted, I don't think they're on the 
same planet, let alone in the same country. 

I just want to congratulate you for your insight and I want to 
congratulate the chairman and Mr. Coleman for their efforts in 
this area. I hope that we can move ahead and I hope we can use 
your expertise and pursue this very, very important topic. 

Thank you. 

Mr. Jones of Tennessee. Thank you very much, Mr. Nagle. 

We appreciate the close relationship that we have here in the 
subcommittee. What Mr. Coleman and I have done is for the entire 
subcommittee after consultation and considerations that have been 
laid out before us. 

We do hope to have legislation in shape before we finish this 
year m the 100th Congress. We're not sure that that can be done 
because there are other priorities, but these statements that we 
have had, the testimony that has been received will be perused and 
given very serious consideration before we go to the full committee 
with any form of a proposal. 

We do thank you again for being here. Wa will be calling on you 
later for any advice that you might give us. 

The subcommittee will stand in recess until Thursday morning 
at 9:30 a.m., at which time we will have a hearing on farm credit. 

[Whereupon, at 12:43 p.m., the subcommittee recessed to recon- 
vene the following Thursday, May 21, 1987, at 9:30 a.^.] 

[Material submitted for inclusion in the record follows:] 
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STATEMENT OF HON. E. THOMAS COLEMAN 

THE RURAL DEVELOPMENT INITIATIVE: 
A STRATEGY TO REBUILD RURAL AMERICA 

Mr. Chairman, J am pleased to testify today before this 
subcommittee on the critical issues of rural development that I 
believe are addressed 'y H.R. 2026. 

Two years ago, the Agriculture Committee devoted hundreds of 
hours devising a national farm policy to lift American 
agriculture out of its worst depression in half a century. While 
some of those policies may be working and others clearly not, the 
fact remains, it is an aqricaltural policy. This traditional 
policy of price supports and set-asides might have legitimately 
served as a rural policy in the 1930 's; in the 1980's it does 
not. 

In the 1930's, a quarter of the U.S. population lived on 
farms, and more than half of the rural population lived on farms. 
Today, only 3 percent of the U.S. population live on farms; but 
nearly 60 million people, or one-fourth of the U.S. population, 
live in rural communities. Traditional farm policies of the past 
are too narrow to address the complex economic and social 
problems facing rural communities today. They have failed to 
have any significant impact on the quality of life for the people 
who live in rural America. 

Th^ fart i <5 . todav'<? aar r-n 1 1- nr;:i 1 n-rohl^^me; don't StOO at t^e 
farm gate. It is a rural community crisis that has penetrated 
every sector of the rural economy and lifestyle, from its schools 
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to lis health care services to the barbershop on Main Street. To 
address these problems. Congress must throw off its blinders and 
look beyond the farm to the farm family — to the people who 
actually live on these farms and in these communities. They're 
going through terrible stress and trauma and need compassionate 
humanitarian assistance they just can't get from traditional farm 
program . 

If these families and communities are to survive into the 
1990's, we must develop a national rural development policy that 
is designed to meet the specific needs of rural America; it must 
provide assistance to help rural Americans during this period of 
economic and social transition and stimulate a di^-ersified rural 
economy , 

The American people aro well aware of urban poverty in this 
country. But I d^n't believe they fully comprehend the poverty 
in rural America. D-iving through most small towns and rural 
communities in this country is reminiscent of the dust bowl of 
the thirties. Streets aie empty, shops are bordered up and shut 
down, bankruptcy and foreclosure notices fill the Town Hall 
bulletin boards and a dark cloud of gloom hangs in the air. The 
fact IS that where the rural population of America contains only 
24 percent of the nation's population, according to a 1985 Census 
Bureau report it holds 38 percent of the nation's poverty, 67 
percent of the nation's substandard housing and has a 9.2 percent 
unemployment rate compared to the 7.2 percent unemployment rate 
of urban areas. 
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There has long been a gap between urban and rural income, 
but until recently that gap had been narrowing. Real per capita 
income in farm dependent counties has declined on an average 
annual basis since 1973. Specifically, the real per capita 
income in fai..n counties fell from 91 percent of the metropolitan 
level in 1973 to 76 percent in 1984. 

Local governments , too, are losing revenue and are 
increasingly unable to fund basic community services. A 1986 
report by the Senate Subcommittee on Intergovernmental Relations 
concluded that many local rural governments face the prospect of 
a shrinking revenue base for this decade and beyond. Rising t x 
delinquency rates in rural areas, dramatic declines in 
agricultural land values, and significant declines in nonfarm 
incomes and property values all support that conclusion. 

While unemployment figures clearly point to an imbalance 
between urban and rural stability, under employment statistics — 
those which take into account part-time tnemployment and 
substandard salaries — provide a more complete picture of rural 
poverty and discontent. Because of their relative isolation, 
rural workers are less likely to find new employment 
opportunities in their communities. Consequently, periods of 
unemployment are longer in rural areas and the lack of new 
options have forced nearly one fourth of rural workers to vork m 
jobs below their skill levels. In 1982, economic underemployment 
was 30 percent higher in nonmetro areas. 

Rural businesses and banks are failing at record levels. In 
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1986, 138 FDIC-insured banxs failed m the U.S. Fifty-nine, or 
43 percent, of these were agricultural banks. The outlook for 

1987, will be worse, according to the FDIC, which predicts there 
will be more bank failures nationwide th\s year. 

In a recent survey by the Federal Reserve Bank of Kansas 
City, bankers reported that rural nonfarm businesses remained 
under far more financial stress than normal. 

Bankers reported that more than one out of four rural 
nonfarm businesses in their trade aieas were having severe 
financial problems. Bankers also reported that 5 percent of 
rural nonfarm businesses closed during the past year, a rate also 
consioered four times normal. Farm equipment dealerships remain 
among the most stressed businesses; bankers reported that nearly 
12 percent of the farm equipment dealers went out of business 
during the past year. 

Without much hope and without work people are choosing not 
to live in rural communitits . Between 1983 and 1985, the 
population of nearly half the nation's rural counties declined. 
Unlike displaced rural workers oefore them, who found well-paying 
semi-skilled jobs m urban industries, today's rural residents 
may find very iow-paying service jobs after being turned away at 
higher paying jobs which require specific technical skills. 
Dj-splaced farmers are joinina this group in record numbers. It 
IS estimated that 2,100 farmers leave farming each w^ek.. One 
hundred and two farmers quit each week in Missouri. 

To address the complex problems of rural America and restore 
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Vitality to this important sector of the economy, Congress must 
develop and follow a national rural pol-cy. The Rural 
Development Initiative (RDI) I have drafted is a blueprint for 
that policy. It addresses the human side of the rural crisis, 
and offers a realistic strategy to strengthen and rebuild rural 
economies . 

RDI establishes counseling, informational and job training 
services to meet the immediate needs of hard-pressed farm 
families and displace'^ wor»s.ers . It also places ruial priority on 
government contracts, procurement and the location of new federal 
facilities, to spur new jobs and economic expansion in rurax 
conununities . 

H.R. 2026, the Rural Development Act of 1987, is one of the 
four legislative proposals that compriE.e RDI. The main 
provisions of the bill would- 

* Create a Rural Development Administration (RDA) within 
the U.S. Department of Agriculture to manage rural development 
and assistance programs. This should ensure better coordinated 
and more efficient management of those programs which are 
currently scattered throughout some 20 agencies of the federal 
government. This bill would also rename USDA tho "Department of 
Agriculture and Rural Development " to accurately reflect its new 
comprehensive mission. 

* Mandate a study by the General Accounting Office of rural 
programs outside the current jurisdiction of USDA and require GAO 
to ixdvise Congress on the efficacy of transferring those 
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activities to the Rural Development Administration. 

* Establish P.ural Investment and Incentive Block grants to 
provide the seed capital for rural economic development and to 
en ^-^urage private sector investment and business enterprises. 

* Establish Rural Infrastructure Block Grants to provide 
funding for rural infrastructure needs, such as road and bridge 
construction, utility extensions, and the develop- ent of 
necessary waste disposal and water supply facilities. A sound 
infrastructure is necessary not only to meet existing demands but 
also to attract new business and economic development for the 
future . 

* Establish Rural Technology and Training Centers which 
through the cooperation of non-profit institutions will develop 
new products, processes and marketing techniques tailored for use 
in rural areas. 

* Create Agriculture A:;tion Centers to provide one-rtop 
counseling, informational and 30b training services for troubled 
farm families and displaced rural workers. This builds on 
Section 1440 of the 1985 farm bill, a provision I drafted to 
provide immediate 30b training, educational counseling and mental 
health services for rural and farm families. The program is 
operating successfully in Missouri, Nebraska and Iowa through a 
$1.5 million grant secured for the program last year. The crisis 
in rural Amerxca did not happen overnight and it will not be 
resolved overnight. That's why it is so important to make these 
emergency services available to troubled families and displaced 
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workers today. 

* Establish a national clearinghouse for emergency 
assistance, counseling and other services available to rural 
families through government, charitable and volu jteer 
organizations . 

* Establish a Special Assistant to the President to assist, 
advise, and make recommendations in order to improve and enhance 
rural development programs , 

* Refocus attention on current law requirement regarding 
the location of federal facilities in rural areas. T'lis 
provision provides the framework for two other bills I have 
introduced which require that rural suppliers be giv(*n priority 
consideration for government contracts and procurement programs 
as well as the location of new federal facilities. If Citibank 
of New \ork can move its entire credit card operation to South 
Dakota, surely the federal government can place neu computer, 
communications or administrative operations in rur<il communities. 

To encourage yo'jngsters to remain in rural conmunities and 
prepare for leadership positions in a changing agricultural 
economy, I have >=>lso introduced a bill to expand 2idvanced 
educational opportunities for rural youth. This measure, which 
includes the creation of an educational enrichment and rural 
scholarship program has been referred to the House Education and 
Labor Committee. It is, however, an essential component of an 
overall strategy to secure a stable future for rural Ainerica. 

The Rur^l Development Initiative has receiv2d wide bi- 
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partisan support from 53 House members including you, Mr, 
Chairman, It is a forward looking plan that addresses today's 
problems and provides the basis for a strong rural economy in the 
future. 

(Attachnent follows:) 
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Opinion 

Tuoiday, Ma) l^, 1987 No M7 



A Promisihg Start 



A plan to help promoic rural dcvclopmcni 
!£. scheduled for Its first hearing on C?ouol 
I Jill this morninB But ihc cfTori, spearheaded 
by MIS^ou^ Rep. Tom Coleman, already h'»« 
made progress. 

Earlier this month, Coleman announcea a 
$100,000 federal grant would be avaOabk lo 
help high school students \n northwest Mis- 
souri get extra help in preparing for careers 
off the farm It is a pilot project for what 
Coleman hopes will be an idea that spreads 
around the najon. 

Essenlially, the program is aimed at helping 
rural students by providing job counielmg, 
workshops and practice in taking college 
entrance exams Volunteers from local com- 
munities are encouraged to provide jobs tor 
the youngsters. Finally, Sui>portcrs hope to 
expose students in rural schcol districts to 
computers and ihcir benefits. 

Coleman's staff reports that t^e response of 
administration official to the rural develop, 
jncnt initiative has been encouragin » the last 
iwo monihb. Chief of StalT Howard Daker has 



responded favorably in several nieetmgs with 
Colenun, co-sponsois in the House have 
coinc Iroia urban and rural areas 

The initiative has several solid points in its 
favor This is not goinu to te a niultibillion- 
dollar h.'indout to get farmers back on their 
feet, 01 bitnks back in business. Rather, the 
bill IS anued ai slowly rebuilding Strength in 
lural areas, statting with the youth. 

If ihey can be convinced they have u shot at 
a good future in ^mall towns, ihey wiU be 
more likely to stay. And if that happens, 
businesses will thrive and homes will be 
better kept. 

Foi now, Coleman is trying to get paru of 
Ins program impl- men led on a piecc*by*picce 
basis, dabbing the mc icy for the pilot 
piojcci on education wasoncvxampk. 

So far It's been a strong sian for a plan that 
could lake year; to put in place. Tbat*8 not 
surprjsmg The pioblems of airal America 
utcumuiaicd over sevcr£.l decades h will take 
i^ome iimc lo try to heal those wounds. 



ERLC 



64 



MR WEBER 

TESTIMONY BEFORE TP^ SUBCOMMITTEE ON CONSERVATION, CREDIT AND RURAL DEVI. 
MAY 19, 1987 

IT'S A PLEASURE FOR ME TO BE HERE TODA\ AND TESTIFY IN SUPPORT OF THE 
"RURAL DEVELOPMENT REORGANIZATION ACT OF 1987." 

ACTION ON IHIS LEGISLATION IS CRITICAL BECAUSE TK£ NEED TO DIVERSIFY 
THE RURAL ECONOilY IS CRITICAL. THE FARM CRISIS HAS TAKEN A HEAVY TOLL ON 
MAIN STREET, SHUTTING iX)WN MANY BUSINESSES THAT DEPENDED SOLELY OW THE AG 
ECONOMY. IN THE PART OF MINNESOTA I R'DP'^^^EM, WE HAVE LOST TWO MAJOR 
EMPLOYERS— FACTORIES EMPLOYING OV*.R 750 PEOPLE— IN THE LAST SIX MONTHS, AND 
scores OF SMALLER BUSINESSES IN THE PAST TWO YEARS. 

THE ANSWER TO THE ECONOMIC PROBLEMS OF OUR TOWNS DOES NOT LIE SOLELY 
IN A RECOVERY OF THE AG ECONOMY. AS AGRICULTURE HAS BECOME BIGGER AND LESS 
PROFITABLE, MANY OF OUR SMALL TOWNS CAN NO LONGER SURVIVE ON AGRICUITURE 
ALONE. IT'S A LITTLF LIKE TRYING TO STAND ON A ONE-LEGGED STOOL. TO OFFER 
STABILITY TO THE SMAIL TOWN ECONOMY, WE NEED TO ADD MORE LEGS TO THAT 
STm. WE NEED TO OPEN UP NT / MARKETS AND PROVIDE NEW OPPORTUNITIES FOR 
RURAL ARLAS. 

OVER A YEAR AGO, A GROUP OF US IN THE HOUSE FORMED .IE RURAI. 
DEVELOPMENT TASK FORCE TO WORK ON AN AGENDA FOR RURAL DEVELOPMENT. 
CONGRESSMAN COLEMAN'S BILL- -WHICH OFft..*. A BLUEPRINT FOR RURAL 
DEVELOPMENT- ^ : AT THE CENTER Of THAT AGENDA A mJMBER OF US ON THE TASK 
FORCE JOINED HIM AS ORIGINAL COSPONSORS WHEN HE INTRODUCED IT IN APRIL. 
ALTHOUGH I AM NOT HERE TODAY AS AN OFFICIAL REPRESENTATIVE OF OUR TASK 
FORCE, I CAN TELL YOU THAT MEMBERS OF THE TASK FORCE ARE HFHIND THIS 
LEGISLATION AND VI LL BE PUSHING FOR A'^IION OK T 

I WANT TO HIGHLIGHT SEVERAL PARTS OF CONGRESSMAN COLEMAN 'P BILL THAT I 
THINK ARE ESPECIALLY IMPORTANT 

THE CR^.ATION Oi- A RURAL DFVELOPMEN'l ADMINISTRATION WILL CREATE A FOCUS 
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WITHIN THE FEDERAL GOVliRNMENT FOR RURAL D:VEIOPrI£NT RIGHT NOW RURAL 
DEVELOPMENT PROGRAMS ARC SPW:AD THROUGHOUT THE GOVERNMENT, NOT ONLY JN THE, 
DEPARTMENT OF AGRICULTURE, BUT ALSO IN A NUMBER OF OTHER AGENCIES IN OTHER 
DEPARTMENTS. WE NEED TO CONSOLIDATE AND COORDINATE THESE PROGRAMS IT 
WILL MAKE TIIEM MORE EFFICIENT--Am) MORE ACCESSIBLE TO THE SMALLER 
COMMUNITIES THEY ARE INTENDED TO SERVE 

THE ESTABLISHMENT OF CENTERS FOR RURAL TECHNOLOGY DEVELOPMENT WILL BE 
A TREMENDOUS ASSET IN DIVERSIFYING THE RURAL ECONOMY. THROUGH TRAINING, 
TECHNICAL ASSISTANCE, LOANS, AND GRANTS, THESE CENTERS CAN PROVIDE IMPETUS 
FOR NEW PRODUCTS AND THE OPENING OF NEW M.\RKETS MANY FIELDS COULD BE 
DEVELOPED FURTHER THROUGH THE USE OF SUCH CENTERS A NUMBER OF IN>OT 
INDUSTRIES—LIKE THOSE INVOLVINC SPECIALTY CROPS ANT) INDUSTRIAL USES FOR 
AGRICULTURAL COMMODITIES— COULD UTILIZE THESE CENTERS TO DEVELOP AN 
ENTIRELY NEW FIELD. 

THE AGRICULTURE ACTION CENTERS EXTEND THE WORK CONGRESSMAN COLEMAN 
BEGAN IN SECTION 1440 OF THE FARM BILL. THESE ONE-STOP CENTERS WOULD 
PRO\ DE DISPLACED FARMERS A NUMBER OF SERVICES --JOB RETRAINING, COUNSELING, 
IMPORTANT INFORMATIONAL SERVICES BELIEVE ME, THE NEED FOR THIS KIND OF 
PROGRAM IS CRITICAL IN MANY PARTS OF THE UPPER MIDWEST 

I'VE TOUCHED ON A FEW SECTIONS OF CONGRESSMAN COUMAN'S BILL LET ME 
-MAKE ONE OTHER POINT CONGRESSMAN COLEMAN'S LEGISLATION SHOWS THAT A RURAL 
DEVELOPMENT BILL CAN MOTIVATE ECONOMIC GROWTH WITHOUT FINANCING IT THROUGH 
UNMANAGEABLE FEDERAL OUTLAYS. MAN^" OF THESE MEASURES INVOLVE 
REORGANIZATION OF GOVERNMENT AGENCIES, GREATER ACCESS bY RURAL AREAS TO 
CURRENT GOVERNMENT PROCUREMENT PROJECTS, ANP TARGETED ASSISTANCE THAT WILL 
LEVERAGE ECONOMIC GROWTH IN THE PRIVATE SECTOR 

PASSING THIS AUTHORISING LEGISLATION IS VERY IMPORTANT AS A MEMBER 
OF THE AGRICULTURE APPROPRIATIONS SUBCaiMIlIEE, I CAN TELL YOU THAT THIS 
BILL WILL GIVE 'JS INCREASED ABIITTY TC WORK FOR RURAL DE\T.LOPMENT ON THE 
APPROfKlATIONS CCIMIT^FF 

I'L LIKE TO TH\NK CONilRESSMAN COLhMAN FOR THE LEADERSHIP HE HAS TAKF.N 
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ON THIS CRITICAL iSSUE. I'D ALSO LIKE TO Tl'ANh CHAIRMAN JONES FOR HIS 
COMMITMENT TO RURAL DEVELOPMENT AND THE LEADERSHIP HE HAS TAKEN IN WORKING 
TO CREATE JOBS AND DIVERSIFY THE RURAL ECONOMY. 

THOSE OF US WHO SUPPORT RURAL DEVELOPMENT WANT TO WORK ACTIVELY WITH 
THE ADMINISTRATION. I'M VERY PLEASED THAT UNDERSECRETARY MYERS IS HERE 
TOD*.Y FROM THE DEPARTMENT OF AC^ICULTURE TO TESTIFY ON THIS BILL. THE 
ADMINISTRATIOiVS SUPPORT IS ABSt lUTELY CRITICAL IF WE'RE GOING TO MAKE 
RURAL DEVELOPMENT A NATIONAL EMPHASIS. 

THANK YOU I'LL BE HAPPY TO ANSWER ANY QUESTIONS YOU HAVE AT THIS 

TIME. 
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TESTIMONY OF PETER C. MYERS 
DEPtrrY SECRETARY 
U.S. DEPARTMENT OF A'3RI CULTURE 
BEFORE THE 

CONSERVATION, CREDIT AND RURAL DEVELOPMENT SUBCOMMITTEE 
HOUSE AGRICULTURE COMMITTEE 
MAY 19, 1987 

Mr. Chairman and Mecbers of the Subcommittee, I appreciate 
this opportunity to be with you today to discuss a topic of 
importance . 

I refer to H.R. 1800, H.R. 2026 and ac-ompanying bills 
relating to rural development. 

Just four days ago, Mr. Chairman, we observed the 125th 
anniversary of the founding of the Department of Agriculture. 
The 37th Congress, in the authorizing legislation, assigned to 
this new arm of Government [the ability] "to acqui::e and to 
diffuse among the people of the United States useful information 
on subjects connected with agriculture in the most general ana 
comprehensive sense of that word, and to procure, propagate, and 
distribute among the people new and valuable seeds and plants." 

You will notice the words "the people" appear twice in ^hat 
one sentence- From that, the Department long ago becair.e known as 
the "people's aepartment." We have gone from a largely rural 
nation of 32 million people to a highly industrialized and 
technological society with a population eight times as large. 
Yet, today, a work force of less than 3 percent of the nation's 
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current population provides more than abundant food and fiber for 
our country and many others as well. 

The Department of Agriculture, through those 12 5 years and 
still today, is proud to continue to serve rural Ameiica and be 
responsive to their ads. 

A few y^ars ago, the farm population found itself in a 
downswing that produced a severe cost-price squeeze for many. 
With massive government assistance, it is now beginning to 
recover from those difficult years. 

During those uncertain days, the ability of the "people's 
department" to adapt to changing times and conditions enabled it 
to extend a hand. In the last five years, $81 billion has been 
disbursed in the form of CCC loa* s and farm program payments. 
CCC outlays exceeded $25 billion la>it year alone. The Farmers 
Home Administration made farm loans totaling more tnan $21 
billion during that period and has provided substantial credit 
forbearance to its borrowers. The 1985 Food Security Act is 
working. Under the Act, we have provided over $6 billion 
annually under various export assistance programs. The 1985 Act 
is helping make our farm products competitive in world markets, 
as it vas intended to do. As a result, ma» y of the economic 
signs are pointing upward. 

So, while keeping the fanner ever in mind, the "people's 
department'^ must now turn its ttention to the farmers' neighbors 
— to Main Street, U.S.A.; those neighbors th?t buy ^ le fanners' 
products and sell him most of the materials neeJed to produce 
them. Their financial health is influenced by the fanners' 
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economic wellbeing. So all of the help we have been giving to 
fanners is also important to rural communities, generally. 

Farming is the dominant economic activity in many parts of 
rural America, and we want to continue to nurse it back to 
health. However, all parties with an interest in the future of 
rural America have to look at strategies that ill diversify the 
rural economy. Planning officials at all levels of government, 
plus private industry, must look for economic activities that fit 
in the rural community. 

You have Lecognized this, Mr. Chairman and Mr. Coleman, in 
the form of the legislation being considered. We commend your 
foresight and your compassion, and we want to work hand in hand 
with you as we go along this road together. 

This Administration has carried out many pr"»grams over the 
last six years that have aided rural America. Today, we wish to 
make it known that the Department wants to reemphasize its 
commitment to rural America. Mr, Chairman, we are prouc' of our 
record in this area, and I'd like to supply to the record ]ust a 
few of those contributions. They are as follows: 

o Administration support for production agriculture has been 
impressive. The FY 1987 federal outlays for farm programs 
are expected to nearly equal FY 1986 's record $2 5.8 
billion. The situation in the agricultural sector is 
improving as a result of lower interest rates, large 
government transfer payments, reduced debt, good profit 
margins on livestock and an improving export picture. 
Further improvement will have a positive effect on many 
rural communities. The Administration's efforts on 
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agricultural policy reform can ha*' ten this improvement, 
and together with our efforts on global agricultural 
reform, lead to a healthier agricultural sector in the 
long term. 

o The President's proposed $980 million Worker Readjustment 
Act will counsel, retrain, assist in relocation and in a 
job search for displaced workers. For the first time, 
farmers will be included in a program such as this. 

o Tax reform will provide additional revenue for many states 
to deal with the rural problem. It is estimated that over 
30 States may receive a windfall. 

o The President h^s proposed a number of significant energy 
security steps which are still pending in Co^ ^ress. The 
proposals are: repeal of the Windfall profit Tax; 
compreherisive natural gas reform; approval of the 
Department of the Interior's five-year offshore oil and 
gas leasing plan; permitting environmentally sound energy 
exploration and development of the Arctic National 
Wildlife Refuge; ensuring the future viability of nuclear 
power through nuclear licensing reform, and 
reauthorization of the Price-Anderson Act. 

In addition, the President ha3 suggested that Congress 
consider several steps that will lead to more exploration 
and development, reduce early wt>,ll abandonment, and 
stimulate additional arilling activity. These steps 
include two tax changer of a relatively technical nature: 
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repealing the transfer rule and increasing the net income 
limitation on the percentage depletion allowance from 50 
percent to 100 percent. The President is also prepared co 
support a Strategic Potroleum Reserve fill rate of 100,000 
barr*?ls per day provided budget offsets "re made available 
to cover the higher costs of the fill rate. Also to 
encourage exploration and development, the Administration 
is reducing the minimum bid requirement for Federal 
offshore leases from $150 to $25. 

o The Administration has taken trade action in wood products 
that will help rural communities. The President took: 
positive action in the Section 201 case on Canadian shakes 
and shingles, and ve have negotiated a resolution to 
Canadian subsidies of hard wood. 

o The Administration has also re-neqotiated the multifiber 
agreement on terms no less favorable than previous and 
signed tough agreements with the "Big Three"; Hong Kong, 
Taiwan, and Korea. 

o In response to downturns in the agricultural and energy 
sectors of the economy, the three federal bank regulatory 
agencies adopted a four-part program to assist 
agricultural and energy banks m dealing with their 
problem loans. 

First, the agencies began allowing well-managed banks 
to operate with capital b-slow the usual minimum 
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requirements if the banks provided reasonable plans to 
increase capital ?.nd return to good health. 

— Second, the agencies encouraged b^nks to restructure 
problem lo£r»i -Athout incurring losses in certain 
circumstances. 

— Third, bank public reporting requirements were revised 
to segregate restructured but performing loans from 
the nonperforming category so as to reflect better the 
true level of problem loans. 

— Finally, federally chartered banks that have suffered 
a decline in the legal lending limits since December 
31, 198 5 — and therefor? their abili*_ies to continue 
to meet the legitimate credit needs of their qood 
customers — were granted an increase in legal lending 
limits from the standard 15 percent of capital to as 
much as 20 percent of capital. 

o In FY 1986, USDA procured between $825 and $880 million 
from rural small business. 

o Over the last two years, the Economic Development 

Administration has redirected its assistance to rural 
communities. In FY 1986, aporoximately 75% of EDA*s 
program allocations went to rural areas. 

The Adramis' at ion's commitment to rurdl America is based on 
a recognition that change is going to continue, and that we 
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cannot limit our vision to the financing of a few industrial 
parks that may never fulfill their promise. We have tried this 
approach in the past and have learned that it simply doesn't 
work. We must look at today's problems in terns of today's needs 
with an eye on tomorrow. 

All interested parties need to look at the basic elements 
that make a rural society work, and at alternative means of 
providing these elements: the public facilities such as water 
systems, the availability o£ venture capital, education, 
transportation and healthcare. All these, and more, are 
essential to any modern American community. A careful review of 
the Federal role in these areas is also essential. 

We must not confuse our role as a partner in this 
undertaking, nor should we mislead the people in their 
expectations. The most important role will be that of the people 
— making their decisions, allocating their resources, using 
their owr. ingenuity and setting their own horizons. The Federal 
Government will be an active and willing associate, working with 
the people and their local institutions, bcth pubHc and private. 

About SIX months ago, the President established the Task 
Force on Rural Communities, consisting of 20 high-ranking 
government officials and chaired by the Under Secretary of 
Agriculture for Small Community and Rural Development. The Task 
Force cuts across all Federal agencies having rural 
rcspons ibi 1 it les . 

It has been hard at work. It has considered many concepts m 
Its search for a proper Federal response to rural needs. Some 
would require legislation; some could be put into action simply 
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by a decision to do so. The Task Force made a report to the 
EconoBic Policy cabinet Council at the White House with 
recoaaendacions for action by all pertinent Federal agencies. 

The cabinet Council responded to the Task Force's suggestions 
with the following plan: The Task Force on Rural Communities 
would become an on-going working/ group of the Economic Policy 
Cabinet Council. The Secretary of Agriculture will chair the 
Task Force, and its mission is to: 1. seek better coordination 
of Federal rural development programs; 2. hold meetings and 
hearings on the effects of Federal programs and regulations on 
rural communities; and 3. develop further policy proposals for 
consideration by the Economic Policy Cabinet Council. 

In addition, executive branch agencies having rural programs 
will develop initiatives to address the problems of rural Main 
Street. USDA is taking the lead; t^day, we are announcing a 
Department 6-point Rural Regeneration Initiative. 

Mr. Chairman, our six steps are: One, the Extension Service, 
which has a nationwide staff in place, will place additional 
priority emphasis on rural revitalization education. As one of 
the Department's largest agencies with direcc public contact. 
Extension will work with state officials, county officials, 
community leaders, colleges and universities to develop education 
and training programs best suited to the community's needs, to 
build on local institutions, and to expand interest xn those 
specialized concerns. 

The Secretary will ask the Joint Counc l on Food and 
Agricultural science to report to him within 90 days on the 
feasibility of setting up rural technology centers at land grant 
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universities as another step in improving the educational 
process. 

Two , Rural Enterprise Teams consisting of four or five 
specialists will be organized to go, on call, to communities, 
counties or States to assist in business development, job 
training, financial management and the like. 

The teams will be prepared to offer ideas and information to 
help a community refine its needs. They will work, if requested, 
to help develop action plans for long-range improvements. 

Three, an information clearinghouse will be established at 
the National Agricultural Library with an 800 telephone number. 
Rural community officials will be able to get up-to-date 
information about Federa"" programs available to them in a single 
phone call and will be referred to the appropriate aa^ncy for 
follow-up . 

This could be especially helpful to those smaller communities 
with leaders who serve in office on a part-time basis. It can be 
difficult and time-consuming for them to thread t^eir way through 
the many Federal programs to find ones suitable to their needs. 

Four , we will instruct all USDA agencies with a research 
mission to increase their efforts devoted to rural economic 
development. Some research questions that need to be answered 
include: What is the uctuil leed for nonfarm full-time and 
part-time workers in rura l conmunities? What types of businesses 
are needed in a given area? Ifhat types would be best suited? 
What resources are available? Are modifications to the 
infrastructure needed? What mar^ ~^-s exist or can be developed*' 
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Five^ We will redirect the Fanners Home Administration's FY 
1987 Business and Industry Guarantee Loan Program; and ensure 
that our new regulations for the Rural Development Loan Fund 
Relending Program are leveraged so that available funds will be 
used to create more jobs and give preference to those communities 
under the greatest stress. 

The Farmers Home Administrator already has directed field 
offices to be alert for opportunities to assist family-sized 
enterprises, especially in communities where farmers and their 
families are tryina to make the transition to nonfarm 
occupations. 

This redirected program, together with the assets of our new 
rural development loan funds transferred from the Department of 
Health and Human Services, can become a valuable rural business 
rebuilding program. 

Six, to ensure that this rural rebuilding undertaking is 
given the priority it deserves, its overall direction and 
coordination will be placed in the Deputy Secretary's office 
That way, I can be certain that it retains a central office focus 
with the full backing of the Secretary. 

In addition to these six initiatives, appropriate personnel 
within USDA will look into the potential of further contracting 
and procuring fro rural business. 

Our plan is comprised cf six integral parts: ccnrdination, 
information, technical assistance, research, education and 
business capital. And, Mr. Chairman, our proposal can be done 
Within the president's Budget .nd the 2ramm-Rudman-Hollings 
deficit reduction targets. 
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As yuu can see, Mr. Chairman, the Department has many 
resources available to assist rural communities and residents. 
Vm can build on existing strengt:;s. Many of the proposals in 
H.R. X800 and H.R. 2026 can be implemented administratively, as 
outlined in our plan. 

We support the concept of H.R. 2026 and have embodied several 
of its aspects in our six points. However, we object to some 
portions of the bill which could prove too costly. Wf» are always 
aware of v.*::^ looming deficit that will crush all Americans alike, 
if we aren't mindful of ways to keep it down. 

We do oppose renaming the Department and a Special Assistant 
to the President on Rural Policy. 

Our opposition in each case is based on both philosophical 
and practical grounds. US DA has nerning — and instant 
recognition — for zhe cattle grower, the corn producer, the 
homemaker, the foreign grain broker, and Main Street, U.S.A. 
Simply put, it's not broken, and it doesn't need fixing. 

We also oppose rural block grants on the basis that most 
of the program sources of funding for a rural block grant have 
been proposed for termination in the President's FY88 Budget, 
because these programs have proven to be ineffective and have 
failed to moet their objectives. 

We stand ready to cooperate with you in working out any 
refinements that may be needed. 

Mr. Chairman, we in the Administration care; we are 
concerned; and we are committed to work with you and the 
committee to assist rural America. 

Thank you, Mr. Chairman. That completes my &.uatement. If 
you have questions, I will be happy to answer them. 
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Stateient submitted by: 



Mr. Norman C, DeVJt.^ver 



Center for Community Change 



My name is :>'orm DeWeaver. I am with tne Center for Community 
Change, a private nonprofit technical asbistanc^ and public 
policy organization serving community-based groups in many low 
in'^ome areas throughout the United Statos, I appreciate the 
opportunity to appear before the Committee. 

I commend the Committee for its willingness to ^ake a new 
look at the development challenges facing rural areas. I hope 
s.hat this will lead to a new start vard a more active federal 
role in rural development. 

It's been a while since there have been any new federal 
initiatives in this fie.... The most recent was the infusion of 
funds into several existing fv^^eial programs as part of the 1983 
"jobs bill." The next most recent aoes back to the start of the 
decade and the events which led up to L^e Rural Development 
?olici Act of 1980. 

For most of the 19P'^*s rural corrTiunities have watched as 
federal support for community development withered and federal 
interest outside the agricultural sector waned. 
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During '"hese years the economic stru^^t^re of many s'-'^ll 
towns has undergone substantial charge. The changes resulting 
from shifts in the farm economy are familiar to all ot us. At 
the same time other areas where farming is not the na^or economic 
activity have also undergone profound shifts as resource based 
industries, mar ifacturing and services have all changed. 
Designing new federal initiatives to help rural areas must' take 
these change:: into account. 

The Committee has several worthwhile proposals under consid- 
eration. In one sense, however, the most important task is not 
debating the merits of any of the possible approaches. The most 
important task is making a fresh stait by adopting one or r"o^e 
doable idea--, ones likely to lead to immediate action in local 
communities, and adopting them now. 

I'd likr to look first at HR 1800. This is a Dill which 
would make that doable start now. Its programs are al^ action 
oriented. The assistance would go directly to local comir^ ities 
and local community groups. The programs address tuo key leeds 
of helping such groups establish or expand their capability to 
deal with local development neecs. 

hR 18G0 would not require any large scale restructuring of 
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any federal agency. Its price tag is clearly one the federal 
budget can bear. 

I urge the Conrnittee to use this as the vehicle to make a 
new start in providing federal assistarice for rural development. 

The central program ide" in HR 180C is the business develop- 
ment grant approach in Section 3. You can't stinulate develop- 
ment, partic larly in economically distressed rural conmrnities, 
without developers -- local community leaders and local community 
groups that can make things happen. The Section 3 grant program 
provides the potential to sustain the public purpose, private 
nonprofit or public agencies that nelp to stimulate economic 
growth. 

These grants \;ould make it possible for such community 
*velopment organizations to explore new business ideas that 
would tap local resources, to find and help business people who 
can translate these ideas into reality and to work to nobilize 
the capital to finance them. 

Prototypes of such organizations nave taken root m a 
number of parts of the country. I an pai ticularly familiar with 
ones serving chrrjnically depressed rural areas. In upper New 
Snglend, local nonprofit comnunity development corporations have 
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worked to start or expand manufacturing and fisheries based 
companies. In Central Appalachia, a community grou^^ has made a 
special effort in the wood products field, trying to provide 
greater stability for local people caught m the boom and bust 
cycles of the coal industry, ilanuf acturing has been a focus in 
northwestern Mississippi; v/hile trade is a major effort for a 
rural developr.ent corporation serving remote communities m 
Alaska. 

All these groups provide examples of the ways ii. which 
community-based development organizations can make things happen 
in communities where they otherwise wouldn't. The business 
development grant program m HR 1 800 v;ouid help to sustain and 
expand such efforts. 

The bill also provides for a modest increase \n the business 
financing capabilities of the Rural Development Loan Fund. The 
RDLF IS an idea whose history goes back more than tv;enty years. 
Dormant for a time, the Fund v;ds reborn through the efforts of a 
number of comnunity-based deve]opment groups in the latter 
19'70's. It was transferred to a new home in the Farmers Home 
Administration through tlie provisions of th? 1 985 farm bill. 

The RDLF authorizes federal loans to tlou , at concession^iry 
races, to local, areawide and regional development organizations. 
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These borrowers can then relend or the proceeds in local 

business ventures. This mechani-. i takes the responsibility for 
project selection out of the hands of foderal staff and places 
it in locally-based agencies whose sole or principal purpose is 
local community development, which typ'cally have their own 
capital at risk m the loan pool and vhich can operate with the 
speed and flexibility available only to private institutions. 

HR 1800 would augment the capital available to he RDLF , 
currently dependent on repayments from old loans or funds never 
committed when originally appropriated. The capital base of the 
RDLF would be enlarged by $20 million per year over the next 
five years. In addition, $25 million would be authorized for a 
companion grant program. 

Beyond these economic development initiatives, HR 1800 
would make one other small, but important innovation, vital to 
the well being of a number of rural communities. Section 4 
\^ould extend the valuable and proven community orograms of the 
Farmers Home Administration in several new directions. 

A $10 million grant program v/ould enable local community 
organizations to try different ways to insure that rural people 
now lacking basic safe drinking water services get them. This 
IS particularly important for isolated families and very low 



ERLC 



83 



- 6 - 

income rural households currently bevcnd the geographic or 
economic rt -ch of the type of central system facilities which 
FmHA now supports. The program would also recognize the fact 
that m some communities especially the smallest -- thp 
problem is not necesrarily the construction of facili*-ies. The 
problem mey be one of improving management skills or the operation 
and ma?.nter-ance practices of the water syst'im utility itself. 

Farmers Home has said that it cannot finance these types of 
nepds, like pay inn hookup fees for very low income f'^milies, 
through its existing water and waste disp.^al programs. HR 1800 
provides a solution by authorizing a progiam that can. 

I'd like to turn next to the other major legislative proposal 
before the Committee, HR 2026. lu several r^.-perts, HR 2026 
takes a different approach to the question of new federal : iral 
development initiatives. It promises one new, large scale block 
grant program m Title VII and mandates a major restructuring of 
the Farmers Home Administration. 

At the same time, HR 2026 includes two smaller scale, 
doable now initiatives of the type that make the programs in 
HR 1800 so attractive. These are the Rural Technology Grant 
program in Title III and the Agriculture Action Centers grant 
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program m Title IV. Both could b- started immt^diately with 
modest funding and build on tested concepts. 

In establishing the technology program, I hope that the 
Committee wi3 1 emphasize that not all technical innovation 
occurs within the walls of a traditional institution of higher 
education. Community-baued educational groups can and have 
undertaken important r&d efforts. The ability of the technology 
centers to involve private individuals and business research 
efforts IS also key. 

Several of the most important aspects of HR 2026 concern 
the role of state government in rural development, particularly 
the state rural development planning provisions m Title II anJ 
the block yrant xn Title Vli. Before moving torward with these, 
I think the Committee should carefully weigh the experience with 
similar approaches over the last 15 years, since the establishm<»nt 
of the block grants of the early 1 970 '3. 

Statf- plan requirements attached to f^.deral funds may, in 
some cases, communication among state agencies. However, 

they don't dissolve the ms tut lona 1 obstacles which make joiit 
action difficult, whether at the state or the federal levels. 
From the perspective of loral community development groups. 
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state plannng documents rarely speak to what's needed, on the 
ground, m a specific community setting. 

As far as the block grant in it 3 at ive 1 s concerned , I think 
we should look carefully at the experience under the block grant 
we already have the Small Cities portion of the state-admin- 
istered Community Development Block Grant program. When this 
program started, there v^as an attenpt in many states to spread 
the money around for the sake of touching as many places as 
possible with limited attention to need. In a <^ Mne of increasing 
federal budget restraint, I don't think this is the most cost- 
effective way to reach the rural communities with the greatest 
claim on federal assistance. 

A closer looW ai what tn^^ states have already dee and what 
the small cities Dortion of the CDBG program is currertly do3ng 
may be useful in designing an incentive grant oproach for the 
states, rather than adding one more somewhat formless block 
grant to the federal inventory. 

The opening language in HR 2026 would change the name and 
the organizational structure of USDA to pmphasize its rura"' 
development mission. I certainly have sympathy for the concept 
involved . 
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However, changing names and boxes on the feueral organiza- 
tional charts won't really lead to changes in the qui.lity of 
life in poorer rural communities. How many such communities 
were enriched when we transformed the Assistant Secretary for 
Rural Development at USDA into an Under Secretary about seven 
years ago? 

What counts at -he community level are rrograms and money. 
No federal organizational shifts can comp^nsat-e for a budget 
request which, for a depressing number of years, has called for 
the elimination of programs like the water-sewer programs in 
Farmers Home. 

I think we should cry for a new start in program initiatives 
and then deal with the federal agency structure question after 
we are more certain of what we want to do and whether we are 
\^illing to appropriate the money to do it. 

In closing, I would like to stress again that i* 's the new 
start that counts. It's the fresh initiative, authorized and 
funded, that local commLnity leaders need to convince them that 
the federal government is again wilimg to be an active partner 
in rural development activities. 
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StatCfTient 



of 



Roy Paik 
Executive Director of Operations 
National Rural Electric Cooperative Association 



before the 



Committee on Agriculture 
Subcommittee on Conservation. Credit and Rural Development 
United States House of Representatives 



on 



Innovative Development Strategies in Rural America 
May 19, 1987 
Washing .on, D,C. 



Mr. Chairman and distinguished Members of the Committee: 

It IS my pleasure to appear before you today on behalf of the more than 25 million 
Americans in 46 states who rely on NRECA member systems to supply dependable and 
affordable electrio energy for their homes, farms and businesses. The leadership of the 
nation's 1,000 consumer-owned rural electric systems greatly appreciate the ongoing 
interest and support which our program has received froTi the members of this panel. 

The rural electric family is uniquely positioned to understand and appreciate the problems 
facing rural America. Our rural electric co-op member s> ^ems can say, without 
equivocation, that rural America is facing its most severely trying situation since the 
Great Depression. Because of the increased complexity of the national economy, the 
problems may have deeper roots and may be much more difficult to eradicate. 

We commend the Committee for taking an active, concerned leadership role in this 
regard and v^-e offer our full support and assistance to the Committee in carrying out 
those initiatives that can make a difference for the rural areas we serve. 

Let me speak to those rural areas. While other sectors of the economy have improved 
since the last recession, the situation in rural areas has either remained static or 
deteriorated The gap between rural and metropolitan areas has widened in terms of the 
measurable statistics available -- unemployment and underemployment, poverty, 
substandard housing, health care facilities and a host of other categories. 

Rural electric systems reflect the economic decline whic.i has drastically reduced load 
growth for many of our systems. In fact, today, 222 of the nation's 930 rural electric 
dis(''ibution systems are losing consumers. 

The problems facinq many of our systems have spurred .nitiatives to expand our already 
considerable base of service and assistance to rural consumers. And our membe.s, Mr. 
Chairman, have told us emphatically and repeatedly that they want to do more 
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THE ROLE OF THE RURAL ELECTRIC COOPERATIVES 

Recently, NRECA held a series of four fipld hearings across the country which were 
attended by 500 rural electric directors and managers. The predominant sentiment 
expressed at each of these hearings was that the Rural Electrification Administration 
(R£A) and the rural electric bystems must becon.e more involved in community and 
economic development, that our membe'- systems must become activists, catalysts for 
develop ment. 

The matter of expanding REA's role into rural economic development is one that has been 
intensively studied by NRECA. We will discuss this important point later in this 
testimony. Let me touch on a few of the national efforts which NRECA has spearheaded 
this past year, efforts which have led rural electric cooperatives to; 

Sponsor local •'health fairs" to screen large numbers of rural Ar^.encans for early 
signs of disease or disability and to provide them with information on how to live 
healthier lives; 

Join the NRECA -sponsored National Rural Telecommunications Cooperative (NRTC), 
a group that will direct the development of satelbte-based telecommunication 
services for consumer, educational and rural utilities business applications; 

Focus new initiative on economic development programs in rural areas. For example, 
hundreds of co-ops ar*? making use of a 'how to** manual on economic development 
compiled and disseminated by the NRECA staff. The manual is designed to provide 
community leaders with information on matters such as promoting job creation from 
exls^lng local business and industry, attracting new employers to the community, 
improving a community's potential as a location for economic investment, and 
preparing an ecnnOiTtic development plan. 

These are but a fev, of the programs rural electric co-ops are undertaking on a nationwide 
basis. It does not take into account the numerojs other ways in which rural electric co-op 
systems on their own initiative -- are assisting their consumers and the Vital role that 
rural electric co-ops across the country play in community and economic development. 

I think It IS worth mentioning that since the 1960s, \\hen statistics began tc be kept, rural 
electric systems have been involved in community and economic development efforts that 
have created nearly one million new jobs. 

REA'S CONTINUING ROLE 

Mr. Chairman, RE A is critical to these continued efforts. RE A li and should continue to 
be the solid foundation upon which rural electr»* acion is built. We are pleased to hear 
that the Committee shares that view, and • ,ry much appreciate the Committee's 
leadership in this area. We also appreciate the Committee's continuing strong support for 
the concept of a Rural Electrification Administration that is relentlessly aggiessive in 
seeking solutions to the very serious problems facing our nation's rural areas, and by 
extension, to our nation's rural electric cooperatives. This is not, however, the agenda of 
this REA Administrator, nor unfortunately, of this Administration. 
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Historically, the loan programs of the Rural Electrification Administration and the 
technical support which comes through that agency - the programs in which the federal 
government and a local community form a cooperative, a working partnership to 
accomplish a specific objective — have preen to be exemplary models of how other such 
programs could work. 

To get to the heart of the matter, the reason the rural electrification program has been so 
successful IS because it is a federal program that ts locally implemented, locally operated 
and locally controlled. 

It IS essential that any rural development p rograms incorporate the same 
federal-rommuni^ / partnership that has made rural electrification so succ e ssful. We 
strongly believe this same relat ion ship is absolutely critical if federal rural economic 
development programs are to be effective. 

We have seen that when the few on the top of the pyramid dictate with great specificity 
the exact nature and extent of use of federal programs, the benefits are negUgible. It is 
difficult, at best, and more likely impossible for a rigid, Washington-based program to be 
responsive to the actual, changing needs and conditions of a local community. 

Furthermore, an inaccessible, unwieldy program is probably worse than no program at all 
in terms of what it can accomplish. 

As recent Congressional field hearings have revealed, monies from federal programs are 
only partially used because of the difficulty in accessing them. These programs are not 
being used by the people for whom they were intended. In addition, we have found that it 
IS extremely difficult for communities to get needed grants ano loons because they are 
directed and disbursed by several different federal agencies, there is no single, ready 
source or expertise available for the part-time, small community administrator to 
determine what is available and how to get to it. 

Simplification and consolidation under one — or at least fewer — roofx would appear to 
be desirable. This face lends added credence to our view that one fedt.~al enLJ^: could 
serve m an "umbrella agency" role. 

J OINT REA/LOCAL RURAL ELF-CTRIC CO-OP PARTNERSHIP EFFORTS 

It IS the small communities with the greatest ne«d which do not have the access to 
technical assistance and federal money. 

It 13 also these same communities — many of them at least -- in v;hich the rural electric 
cooperative is an influential, competent business with deep roots and a sincere and vested 
interest in improving tne financial condition of the cooperative, the community's economy 
and quality of life of its citizens. In tliese communities, the rural electric cooperative iS 
in a position to serve as a catalyst for economic and community devr lopment efforts. 

This cot.cept provides what we believe to be the most vmble solution: to invert the 
pyramid by placing these sn-all, grassroots connmunities at the top, so that economic and 
community interests and concerns prcvide the motivation for improvement activities. 

The network for this concept is already in place. 



ERIC 



90 



5tatemer,t of Roy M. PaiU 



RlA, vhe federal agency, already has a long-standing relationship with one o*^ the major 
components of the rural community, and t.iere is the commitment, certainly on the part 
of the rural electric cooperatives and most probably among the professionals at RE A, to 
make these proc,.dms work and to produce the jobs and economic stimulation our rural 
areas so desperately need. 

Therefore, a special, blue-ribbon panel of rural electric leaders is studying the expansion 
of the role of the RE A to include economic development activities ano to expanding the 
mission of rural electric systems throughout the nation to include community and 
economic development. 

Having said that, Mt. Chairman, we must point out that rural electric systems could not 
take on the additional role of rural economic development without some help. It will be a 
long and difficult task to bring the necessary economic and employment diversity to rural 
areas. Ano it wiU require a substantial investment from the rural electric cooperatives 
and their communities with a sustained helping hand from government. 

We offer some specific directions the Congress might examine to forge the effective, 
sustained working relationship between local communities, their rural electric 
cooperatives and [ .eir government to make these programs successful. 

THE RURA L COMMUNITY — THE CORE TO ECONOMIC REVITAUZATiQN EFFORTS 

We believe that by working together through the combined REA/local rural electric co-op 
effort one small success can lead to another, and we have some ideas on how we ought to 
go aDout getting this under way. 

Two homegrown "megatrends* are that "small is good* and that alongside high-tech h the 
need for "high-touch." These are rural characteristics. As we develop policies and ignite 
old and some new programs to revitalize th^ rural econcmy we should not neglect to 
accentuate these characteristics, for they are what so many have found to be truly 
api^ealing about rural America, and based on numerous studies — including one conducted 
by NRECA — these are the real "incentives** for those who h3ve chosen to live in rural 
America. 

Before I discuss specific ideas, 1 would like to touch upon the core basis for any innovative 
rural development solutions. 

Federal programs often seem to rural people to be at once at a distance and very indirect. 

Many programs have been designed with other than local and user ne^-ds and wants as their 
bases. Funds go unused and programs are inaccessible berause of the lack of emphasis on 
local community involvement, local program design and local implementation. It makes 
sense to allow for reasonable options and choices by those who would use the programs. 
The more stringent federal regulations are. the more the objectives of the program will be 
diluted or ineffective. There are sound reasons for a flexible national strategy from the 
bottom up, making the local community the center of the design. Again, this brings us 
back to the very nature of the rural America: i.e., "small is good," coupl'^d with the 
**high-touch," or the personal touch. 

The community is an essential component of the social well-being of i ral Americans. 
The community is even more influential where the population density is lov* 
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The problcinib of rural America are community problems with community solutions, and 
state and federal systems must positively reinforce this approach. 

Within these local communities, rural electric cooperatives can be mobilized as the most 
effective advocates for community and economic improvemerl. 

Finally, community-based programs should develop talents and resources which will 
provide long-term improvement, not "quick fixes." 

NRECA RECOMMENDATIONS FOR RURAL DEVELOPMENT AND ECQNQMIC 
REVITALIZATION 

We recommend that all federal rural programs be examined and witn a view to redesign, 
so that funds are targeted to be more sensitive to rural conditions. We strongly concur 
with the central theme of the article in I j Kansas City Federal Reserve's Economic 
R eview by economists Mark Draberstott, Mark Henry, and Lynn Gibson, that one does not 
have to choose between those things that make economic sense and those that are socially 
desirable: both are possible with good planning. 

Specifically, at the center of our recommendations are three key points: 

1. Put the design and implementation of rural development programs back with 
the grass roots local community by providing simplified access and minimal, 
flexible regulation to provide the community with greater latitude and options. 

2, Consider using the REA and rural electric cooperatives as a conduit for rural 
development programs to provide necessary liaison, support, technical 
assistance and coordination functions in the community. 

5, Consolidate and simplify rural development programs and consider putting them 
all under one roof. 

These three key innovative ideas are expanded below with specific recommendations that 
stem from our frequent and systematic contact with the heart and mind of rural America, 

We strongly recommend: 

1. Legislation to mandate the consolidation and simplification of rural development 
programs, such as housing, business and community development loans and grants and 
other essential public services and planning. This would maximize the effectiveness 
of these programs. 

2. Allowing rural electric cooperatives to invest funds in other community services such 
as water and sewer systems. Eliminate present limits on rural electric systems' 
ability to participate in such activities. This would allow for more funds fir essential 
rural services. 

3. Accommodating liens of other lenders to facilitate rural electric cooperative 
financing required for rural development projects. 

4. Use rural electric cooperatives and their proven network of generation and 
transmission cooperatives, statewide associations and distribution cooperatives as 
catalysts ,or the initiation of economic development plans, to help with applications 
for grants and loans, and to provide a place to meet and plan programs locally. 
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This IS in the true tradition and commitment of rural electric cooperatives to provide 
service in the community and is based on the principle that solutions which are 
community-based are most Ukely to wcrk. 

5. Support programs that encourage technology transfer, for example, the joint 
NRECA/TVA project currently under way, which can bs channelled to local 
communities 'throughout the country. This t. ansfer w.ll give loc^l communities 
access to tried and proven programs developed over the years by TVA. These 
programs should be vigorously monitored to find out scientifically what works and 
what does not work in community economic development and what modifications 
have to be made to make these programs work. 

6. We recommend consideration of an job training/infrastructure rebuilding project. 
This would employ displaced rural workers, improve the infrastructure for economic 
development and keep people in rural areas where they want to live. The motivation 
to rebuild one's own community clearly will work to benefit the people, their 
communities and the country. 

Banking and Financing - Because of the difficulty in financing rural development 
projects, we recommend the creation of a rural development bank which would 
guarantee loans and become a secondary market for local banks. There is a need for 
a federally created finance bank which deals in secondary markets and pooled 
projects to assist local banks to finance projects and to finance start-up businesses 
and infrastructure development. 

8. Promote rural telecommunications, which provides electronic highways that instantly 
remove the economic arguments of geographic isolation. A related recommendation 
is to improve digital switching capabilities in rural areas. Rural areas must have the 
latest telecommunications capabilities, to be on line economically. We hav( helped 
to form a National Rural Telecommunications Cooperative to help insure access 
equity for bi-directional business data transmission and TVRO programming. 

An attachment to my written statement will provide the Committee with some additional 
background and statistical data to further support .MRECA's recommendations. 

Mr. Chairman, we all have a pretty dismal picture of the economic situation n rjral 
America. A' d 1 won't quibble that it is so. 

Yet, I would like to point out several things that make our rural electric leadership, rural 
people themselves and me confident that though the road to recover^ may be long and 
treacherous, we can make the journey. 

The first thing ... and this takes us back to the deliberations and actions of this august 
body in decades past . . . reflects the effects of public policy put in place years ago 

For example as a result of such social reforms as Social Security and the implementation 
of I tirement programs, many of the people who have chosen to spend their golden years 
in rural America have disposable income beyond the day-tc-dav living expenses. That's 
one kind of market 

These people are also a strong scurce of participation in the rebuilding efforts. Many are 
experts in the skills and disciplines necessary to these efforts, and many have the 
expendable time tc roll up their sleeves and pitch in. 
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There are also, Mr. Chairman, valuable assets which have developed in rural areas as a 
resjlt of the rural development and highway transportation programs of the 30s and the 
60s and t)eyond. 

For example, for the most part, we have a workable, efficient interstate highway system 
which makes it possible to move raw materials and products from rural areas to the cities. 

Though we still have a long way to go in this respect, many communities have improved 
community infrastructure facilities such as water and sev«rage treatment and fire 
protection. This has resulted from some of th9 programs discussed earlier. 

Rural elertrification is a prime, shining example. The Rural Electrification Act of 1956 
has literally transformed the face of rural America, and our member systems are 
constantly improving service, hea vying up to meet increasing demand, providing 
sophisticated energy planning for residents, businesses and industries. They are an 
indispensable building block component as we work for more jobs. 

Educational facilities in rural areas, while perhaps not up to the standard<i of a 
poiytechnical high school in Brooklyn, or Cleveland or Baltimore, are sound and turn out 
students who can read and write and continue to learn. And the availability of modern 
electronic communication techniques cannot help but to .-nprove their capabilities. 

There is, as well, in rural America, a well-documented work ethic, a work ethic that 
pushes evermore toward more efficient production, toward more efficient technology. 
And there h a work force in which that ethic is engrained. 

These q^jalities and facilities comprise a sound, stiXing fc^iidation on which to build for 
rur^l America's future. 

And. Mr. Chairman, we've talked economics and jobs and banking and deregulation here 
today. But, 1 think it is important to maintain some perspective on what i*: is we're trying 
to preserve. What we're after here is the mair.»,enance of a life and workstyle that is 
basic to this country's development and philosophy. And that is worthy of our best effort. 

Mr. Chairman, 1 would be pleased to respond to any questions you or any of the 
Committee members may have. Thank you. 
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ATTACHMENT 

KEY DEMOGRAPHIC TRENDS 

First cf all, we think the demographics that follow confirm our view that rural economic 
development ought to be community based and that efforts should focused on retention 
and expansion of existing industries rather than the attraction of major new industry. 

* The service Si-Ctor is providing most new ru^al jobs — 1.1 million new jobs from 
the yedrs 1976 to 1984 and both large and small firms are contributng to that 
expansion. These jobs are often at lower salaries than metro-related jobs. 

** Small manufacturing firms cortributed 1P'».000 new jobs in rural areas, while large 
firms generated only 76.000 nev/ jobs (during the same period from 1976 to 1984). 
This seems to argue for a strategy of promoting small manufacturing companies 
which create jobs ^hat rd^^uire the skills possessed by displaced rural farmers and 
other workers. 

* In 1985, the non-metro une-tiployment rate averaged above 9 percent, more than 2 
pHDints higher thPn the metro rate. The non-metro rate has fallen much more slowly 
than the metro rate during the current recovery. These figures are even worse than 
they appear, however, since they fail to include the under -employed, those who have 
dropped out of the job race and tnose who have exhausted their unemployment 
t^enefits. Ninety percent of all counties with extremoly high unemployment rates are 
rural. 

* The non-metro poverty rate was 18.3 percent in 1985 compared to 12.7 percent for 
metro areas. During the most recent recovery from the recession of the early 1980s, 
the metro rate has improved while the non-metro rate has not. Thirty-eight percent 
of the nation's poor and 67 percent of all substandard housing are in rural areas. 

* The pruportion of total family farm income earned from off-farm sources has 
increased from an average of 40 percent in I960 to more than 72 percent in 1983, 
reflecting the expanding need for off-farm jobs for the small, family farmer. 

These statistics provide a stepping-off ooint to constructive commun<^ action suppoited 
by state and federal governments jnd they reflect the desperatiuo of many rural 
communities. Typically, a rural community losing jobs and people embarks upon a course 
of industrial recruitment to save the day. It is not a viable economic development 
strategy because it doesn't work. Why? 

* As many as 25,000 development agencies arounu the country compete for the few 
thousand companias that relocate erich year. 

* States and communities in the competitive rush put together incentive packages, 
•^giveaways" to attract new industry. 

** Many companies attracted with the artificially sweet incentives either leave when 
the incentives run out or use the relocation as a springboard to leave the country. 
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State, county and local governments have realized that they cannot compromise their 
future by giving away the store, and rural communities must heed that lesson: companies 
relocating in rural areas must pay a fair share. A substantial financial commitment 
ensures that a company will want to stay rather than seek a better deal somewhere else. 

If, on the other hand, the reasons for locating in a community are access to a reliable, 
skilled, educated and committed work force and a healthy, clean environment in which to 
wor1< and make profits, then the company is more apt to stay as a long-term citizen. 

However, it is our studied opinion that these options are few and far between, and that 
businesses already in place offer a much higher potential for the creation of permanent 
jobs. 



There is a trend in banking which is similar to the trend in farming, fewer, but larger 
operations. Predictions are that in ten years the present U,000 commercial banks will be 
reduced by half. These larger banks, as with other large business organizations may well 
be less concerned with local communities, with only minimal interest in making funds 
available for local business development. It is not difficult to envision, with the 
interstate branch banking fostered by deregulation, that branch banks will siphon off local 
funds into national money markets, even irito international investments. 

The dangers of banking deregulation on rural communities, as rei;.forced by results 
observed in airline deregulation, are a reduction of banking services, a reduction of 
fixed-rate, long-term loans, increased cost of banking services and reduction of services, 
money flowing out of the community and loss of interest by bankers in local investments. 

In comparison to other banks, rural unit-banks are usually small, geographic a ll> isolated 
and serve relatively undivers.fied markets. These characteristics restrict t^" ' type and 
maturity of loans and the ability to attract deposits and non-deposit loaiiable funds, 
reducing their ability to serve as financial intermediaries. 

Rural banks play a prominent role in supplying credit in rural markets because of the lack 
of other financial institutions. These banks remain i.nportant to the traditionally 
dominant segments of the rural economy: consumers, agriculture, housing and small and 
medium size businesses. 

The main role of banks in the agricultural credit market is for short term rather than long 
term credit. The .relative importance of banks in supplying both types of farm credit has 
been declining. 

Local governments finance their activities principally through taxes, federal and state 
grants-in-aid, and the bond market. The new tax law has put a burden on small 
communities because it has removed tax exempt financing of development projects. 
Rural governments as well as rural banks are in a poor competitive position dud to their 
small size and isolated locations, which makes participation in larger financial markets 
more difficult. 



DIFFICULTIES IN RURAL CAPITAL FORMATION 
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Most studies have been consistent with the idea that local commercial banks supply small 
business with most of their financial needs. Commercial banks are only able to provide 
short and intermediate term debt financing due to the nature of their loan funds. Federal 
programs such as FmHA, SB A, HUD, and EDA have been utilized only to a limited degree 
by rural small businesses. 

The volume of loans and loan guarantees fiom such services have always been limited. 
The most prevalent sources for financing of small business have been the owner's saving 
and borrowing from family, friends and assc»ciates. 

New ways of financing rural development projects through local banks have to be 
developed. Without these financial resources, rural areas will always be trailing behind in 
correcting the imbalances between metro and non-metro America, 
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Mr. Chairman, I appreciate the opportunity to appeal before your 
committee to address the subject of rural development. 

My name is Jack Cassidy. I am a vice president and manager of rural 
utility relations with the Central Bank for Cooperatives in Denver, 
Colorado, I am appearing here today on behalf of the Farm credit 
System's twelve district Banks for Cooperatives and the Central Bank. 

I will be presenting testimony on the positive economic effects of the 
Banks for Cooperatives* credit programs. In addition, I will discuss 
possible ways for the banks to promote new and expanded economic 
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development in rural areas. 

The twelve district Banks for Cooperatives and the Central Bank for 
cooperatives provide financial services to about 3000 agricultural 
cooperatives and rural utility systems. The bankc currently have 
about $8 billion in loans outstanding. The repayment record has been 
very good despite the problems in the agricultural economy. During 
1986, about $4-fi million in loans vere charged off. 

Agricultural cooperatives and rural utility systems—and the credit 
programs they depend on— have a significant effect on the rural 
economy. 

For example, the latest information available shows that the 70 
largest borrowers of the Banks for Cooperatives have total annual 
sales in excess of $33.0 billion and assets of $2fl,0 billion. 

The latest Fortune 5OO list of industrial enterprises includes 15 
agricultural cooperai.ives— 14 of which have a banking relationship 
with the Banks for Cooperatives. These 15 agricr^ltural cooperatives 
have about 60,000 employees--nearly all located in rural areas. 

These statistics demonstrate the important economic contribution being 
made by the borrowers of the Banks for Cooperatives. These statistics 
also indicate the significant role the banks and our borrowers could 
play in contributing to the revitalization of rural America. 

Like our nation's farmers, many cooperatives and utility systemc— and 
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the banks as well— are taking steps to adjust to the changes taking 



place in the rural economy. As agricultural cooperatives and rural 
utility systems adjust to today's economic environment, they have new 
and somewhat different financing requirements. 

For example, agricultural cooperatives and some rural utility 
syetems — especially telephone systt^nie— need to diversify and bring m 
new capital to strengthen their operations. This can be accomplished 
by forming subaidiariee, joint ventures, or partnerships to initiate 
new bueinese activitiee— act i vitiei* that are sometimes different from 
the original business but related to eerving the needs of 
member-ownere . 

If adequate capital is available, new business activities would create 
jobs and economic expansion in rural areas while strengthening the 
agricultural cooperative or utility system. Unfortunately, the 
farmer-owners of many of these organizations do not have the capital 
necessary to initiate new businesses. This problem could be overcome 
by utilizing capital from other sources. However, the Banks for 
Cooperatives* lending authorities currently prohibit the financing of 
subsidiaries or partnerships that Include capital investments from 
ineligible entities. 

I will provide the committee with two specific examples. 

A large agricultural cooperative in the southeast that has 
traditionally been involved in providing fertilizers, pesticides, and 
other chemical inputs is in the process of building a paper mill. 
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This diversification is necessary because the demand for agricultural 
chemical products nas declined significantly. 

The mill will be located m an area with an unemployment rate in 
excess of 16 percent. The paper mill wUl be using proven 
high-tecnnology and will eventually employ about 800 workers. The 
mill will require a capital investment of about $300 million. 

The project has been m the development stage for several years and 
the Banks for Cooperatives have been the lead lenders from the very 
beginning. This is a good project from every perspective. However, 
it could be made better. Several of the 41 newspapers which have 
already contracted to purchase paper from the mill would like to 
purchase an equity interest in the venture. 

The advantage to the agricultural cooperative of entering into a 
partnership arrangement would be to lower the risk of its 
member-owners, strengthen the financial condition of the project, 
utilize a wider variety of expertise, and eventually allow for a 
larger operation that would employ perhaps an additional 500 workers. 

However, under current law, the Banks for Coopern»-ives can finance 
only wholly-owned subsidiaries of an eligible borrower. We do not 
have tne authority to provide financing for the partnership just 
described. 

In ':^is instance, it is likely that the agricultural cooperative will 
be prevented from taking the best course of action from a business and 
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economic development perspective simply because its long-time 
lender — the Banks for Cooperatives — cannot finance a subsidiary or 
partnership that includes equity investments from entities ineligible 
to borrow from the banks. 

In the second example, a group of rural telephone systems — most of 
them individually eligible to borrow from the Banks for 
Cooperatives— are seeking to finance a statewide rural cellular 
telephone project. If this propositi is successful, it will help 
strengthen the operation of the independent rural telephone systems 
and provide wha^ is rapidly becoming an essential service to rural 
areas. Yet, the Banks for Cooperatives are unable to provide the 
financing for this partnership. 

These two cases are just a sampling of the steps agricultural 
cooperatives and rural utility systems are taking to diversify and 
strengthen their operations. These types of adjustments to today's 
economy are not only the result of good business decisions but have 
the added benefit of creating jobs and bringing new capital into rural 
areas. 

As the primary lender for many of the agricultural cooperatives and 
rural utility systems that are making such adjustments, the Banks for 
Cooperatives are being called on to provide appropriate financial 
services. 

The Farm Credit System is considering a legislative proposal to 
clarify the Banks for Cooperatives' lending authorities to finance 
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partnerships, subsidiaries, and other ventures— provided that an 
eligible borrower or g.oup of borrowers maintains a maiority interest 
or control of the operation. Such a clarification of the Banks for 
Cooperatives' lending Authorities would promote economic development 
in rural areas and strengthen the financial condition of our 
borrowers— and do so at no cost to the government. 

I want to commend this committee for considering ways to improve 
economic conditions in rural America. The Farm Credit System's Banks 
for Cooperatives are well situated to play an important role in 
helping to revitalize rural America and we look forward to that 
challenge. I appreciate the opportunity to present our views on this 
subject. 

I will bft happy to respond to any questions. 
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TESTIMONY 



U.S. HOUSE OF REPRESENATIVES 

AGRICULTURE COMMITTEE 
SUBCOiMlTTEE ON CONSERVATION. 
CREDIT AND RURAL DEVELOPMENT 

MAY 19.1987 

PRESENTED BY: 

Jeffrey j. Fox 
Vice-President of 
Legislation 

Communicating for Agriculture 



MR. CHAIRMAN. MEIIBERS OF THE COMMITTEE. I AM JEFF FOX. 
VICE PRESIDENT OF LEGISLATION OF COMMUNICATING FOR AGRICULTURE 
(CA). I AM HERE ON BEH/XF OF CA. 

COMMUNICATING FOR AG?.ICULTURE IS A NATIONAL NONPROFIT 
NONPARTISAN ORGANIZATION WHOSE MEMBERS ARE PRIMARILY FARMERS, 
RANCHERS AND SMALL BUSINESS PEOPLE. CA HAS OVER AO, 000 MEMBERS 
NATIONWIDE AND MEMBERS IN OVER 45 STATES. 

CA SURVEYS ITS MEMBERS ANNUALLY. THROUGH THIS SURVEY. OUR 
MEMBERSHIP CHOOSES AND RANKS THE ISSUES WI WOFJC ON, 

COMMUNICATING FOR AGRICULTURE, SINCE IT BECAhll A NATIONAL 
ORGANIZATION (TEN YEARS AGO) , HAS BEEN INVOLVED IN A NUMBER OF 
ISSUES AFFECTING THE QUALITY OF LIFE IN RURAL AMERICA. 

CA HAS BEEN INVOLVED AT THE STATE AND NATIONAL LEVELS ON 
SUCH ISSUES AS BEGINN.^iG FARMER PROGRAMS. DEBT RESTRUCTURING AND 
IS RECOGNXZED AS AN EXPERT ON HFJVLTH RISK POUS. 
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CCmWICATING FOR AGRICJLTURE THROUGH ITS MEMBERSHIP AND ITS 
LEASDERSHIP HAS DETERMINED THAT RURAL DEVELOPMENT IS A TOP 
PRIORITY. WE BELIEVE THAT RURAL AMERICA CAN PROVIDE THE WORK 
FORCE. THE QUALITY OF LIFE AND THE OPIORTUNITY FOR GROWTH IN HEW 
AND EXPANSION OF EXISTINJ SMALL BUSINESS. 

RURAL AMERICA HAS A HIGHLY QUALIFIED, TRAINABLE AND WILLING 
WORK FORCE. 

WITH THE GROWTH or HIGH TECH AND SERVICE INDUSTR ' JOBS THE 
WORK FORCE IS NO LONGER REQUIRED TO LIVE IN LARGE METRO AREAS. 
THUS, RURAL AMERICA'S QUALITY OF LIFE CAN NOW BE ATTAINED. 

SMALL BUSINESSES. WHICH FIT WELL INTO RURAL AMERICA'S 

LANDSCAPE, CONTINUE TO PROVIDE MORE AND MORE OF OUR NEW JOBS. 

COMP^RISION 

Small Business Large Business 

19/6 3^,03^,^18 33,512,802 

196^ ^5,126.96^ ^0,229,053 

Net gain In jobs 10,292,5^6 6,716,251 



In another comparison* 

Small rtu^mess Large Busine*!^ 

1980 ^5,58'i,170 39,282, 32u 

198^ ^9,868,711 ^0.^79,307 

Net gair jobs ^.391,5^1 1.196,986 



* (FIGURES FROM THE NATIONAL FEDERATION OF SMALL BUSINESS) 
FROM 1980 TO 198^ SMALL BbCINESS TROVIDED MORE THAN 2 NEW JOBS 
FOR EVERY ONE NEW JOB PROVIDED BY LARGE BUSINESSES. 

IN SEPTEMBER OF 1986 CA STARTED WORKING WITH THE UNDER 
SECRETARY'S OFFICE OF THE DEPARTMENT OF AGilICULTURE , ON A RURAL 
DEVELOPMENT PROGRAM CREATED hi 3ZCTinN 1323 OF THE 1985 FOOD 
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SECl ITY ACT. THIS PROGRAM IS DESIGNED TO BENEFIT RURAL AMERICA. 
THIS PROGRAM IS DESIGNED TO PROVIDE GUARANTEED LOANS AND GRANTS 
TO DEVELOPMENT IN RURAL COMMUNITIES. IN APRIL OF 1987, CA*S 
BOARD OF DIRECTORS PASSED A RESOLUTION WHICH STATES: 

**BE IT RESOLVED BY THE ASSEMBLED MEMBERSHIP OF COMMUNICATING 
FOR AGRICULTURE THAT CA SEEK COOPERATION BETWEEN PRIVATE 
ORGANIZATIONS AND ALL LEVELS OF GOVERNMENT TO PROMOTE RURAL AND 
COMMUNITY DEVELOPMENT WHICH WILL ENHANCE FAMILY FARMS. RANCHES 
AND SMALL BUSINESSES IN RURAL AMERICA." 

CA, IN THE PAST, HAS HAD GREA: SUCCESS AS A CLEARING HOUSE 
OF INFORMATION ON VARIOUS SUBJECTS ON A STATE BY STATE BASIS. 
SINCE APRIL. COMMUNICATING FOR AGRICULTURE HAS BEEN GATHERING 
INFORMATION AND DATA ABOUT STATE DEVELOPMENT PROGRAMS. 

WE HAVE FOUND IN OUR INITIAL CONTACT WITH THE STATES THAT 
THERE ARE AS NANf PROGRAMS AS THERE ARE STATES. EACH STATE USES 
A DIFFERENT TERMINOLOGY; STATE "A" MAY CAIL THEIR PROGRAM JOBS 
DEVELOPMENT; STATE "B", MAY CALL THEIR PROGRAM ECONOMIC 
DEVELOPMENT; STATE "C" MAY HAVE SOME OTHER DEFINITION. SOK?- 
STATES HAVE NO SUCH PROGRAMS OR THEIR PROGRAMS HAVE NO FUNDING. 

WE HAVE PROVIDED, TO THE COMMITTEE, AN INITIAL SUMMARY OF 
WHAT WE ARE FINDING AT THE STATE LEVEL FOR ECONOMIC /RURAL 
DEVELOPMENT PROGRAMS. TUIS INITIAL SURVEY IS NOT BY ANY MEANS 
COMPLETE, AND WE WILL CONTINUE TO GATHER THE NECESSARY 
INFORMATION. ALSO, INCLUDED WITH THAT INFORMATION IS SOME 
BACKGROUND INFORMATION ON COMMUNICATING FOR AGRICULTURE. 

CURRENTLY CA IS WORKING ON A MODEL lOR RURAL DEVELOPMENT. 
WE ARE LOOKING AT COMMUNITIES THAT HAVE H/J) SUCCESS IN CREATING 
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NEV ECONOtnC OPPORTUNITIES. WE HOPE TO HAVE THIS MODEL 
COHPLETED IN THE NEAR FUTURE. WE WILL THEN MAKE THE MODEL 
AVAILABIE TO OTHERS WHO ARE TRYING TO CREATE NEW ECONOMIC 
OPPORTUNIHES IN RURAL AMERICA. 

iECAUSE STATE PROGRAMS VARY, WE BELIEVE THAT ANY FEDERAL 
reOGRAMS mvOLVIMG RURAL DEVELOPMENT HEED TO BE FLEXIBLE IN ORDER 
FOR EACH STATE TO ADAPT. WE RECOGNIZE THAT WHEN AN ENTITY 
APPROPRUTES MONEY FOR A SPECIFIC PROGRAM OR PROJECT THEY WILL 
HAVE TO HAVE SOME TYPE OF CONTROL ON HOW THAT MONEY IS SPENT. 
HOWEVER, IT IS WIDELY ACCEPTED THAT LOCAL INPUT, IMPLEMENTATION 
AND CONTROL IS NEEDED IN ORDER FOR ECONOMIC DEVELOPMENT PROJECTS 
TO BE SUCCESSFUL. 

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE, THERE HAVE BEEN 
DISCUSSIONS AND PROPOSALS TO BRING EXISTING AND/OR NEW RURAL 
DEVELOPMENT PROPOSALS UNDER THE CONTROL OF ONE AGENCY OR ENTITY. 
WE SUPPORT THIS EFFORT. WE SEE THE SAME THING TAKING PLACE AT 
THE STATE AND LOCAL LEVELS . THESE ACTIONS HAVE ELIMINATED MUCH 
OF THE CONFUSION AND PROVIDE BETTER ALL AROUND INFORMATION AND 
SERVICES. 

IN TALKING WITH S^ATE ECONOMIC DEVELOPMENT OFFICIALS IT HAS 
BECOME CLEAR THAT THEY BELIEVE THAT EXPANSION AND STAR? UP OF NEW 
AND EXISTING BUSINESSES WILL BE CREATED FROM LOCAL AREAS, (50 - 
100 MILE RADIUS) THROUGH LOCAL IDEAS AND FROM LOCAL PEOPLE. ONE 
OF THE ELEMENTS TO ENSURE SUCCESS AT THE LOCAL LEVEL IS FOR THE 
LEAT^»:rx3 TO HAVE ACCESS TO INFORMATION. IN ORDER TO ACQUIRE THIS 
INFORMIX. ON, THEY NEED RESEARCH. IN ORDER FOR THE RESEARCH TO 
TAKE PLA:F, THEY NEED FUNDS, 
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MEW JOBS MUST BE CREAIED IN RURAL AM£K7CA TODAY. WE DO NOT 
BELIEVE THAT MOVING A BUSINESS FROM ONE STATE OR COMKUNITY 
TO ANOTHER CREATES NEW JOBS. W2 BELIEVE THAT NEW IDEAS CREATE 
NEW JOBS. UNFORTUNATELY THESE NEW IDEAS ARE Uli'fESTED AND 
THUS THERE IS AN ELEMENT OF RISK IN'/r^T^VED. 

BECAUSE OF THE RISK INVOLVED THERF IS A FSED FOR RISK CAPITOL. 
RISK CAPITAL BEING THOSE MONIES THAT CAN BE USED TO START UP 
NEW BUSINESSES. MOST CONVEimONAL LENDERS ARE UNLIKELY TO 
PROVIDE FUNDING OF THESE NEW BUSI'TESSES BASED ON NEW IDEAS. 

THIS IS AN AREA IN WHICH GOVERNMENT (WHETHER LOCrJ-. STATE OR 
NATIONAL) CAN PLAY A VERY IMPORTANT PART. THIS CAN BE DONE 
WITH LOAN GUARANTEES OR GRANTS. 

WE DO BELIEVE THAT THE WORK THAT IS BEING DONE BY THIS 
COMMITTEE IS CRUCIAL TO RURAL AMERICA. THIS COMMITTEE *S WORK. 
AND HEARINGS SUCH AS THIS HELP DRAW AND >*OCUS THE PUBLIC'S 
ATTENTION ON THE NEEDS OF RURAL AMERICA. ALL OF US KNOW. THAT 
THE NEED FOR RURAL DEVELOPMENT IS VERY REAL AND IK IT LIES THE 
FUTURE OF OUR RURAL COMMUNITIES. 

MR. CHAIRMAN. MEMBERS OF THE COMMIT TEE. AS I STATED 
EARLIER. WE LOOK FORWARD TO WORKING WITH YOU ON WHAT WE BELIEVE 
IS A LONG TERM PROJECT. A LONG TERM PROCESS. ONE OF THE BENEFITS 
OF BEING A NONPROFIT, NONPARTISAN ORGANIZATION IS THAT WE 
SOMETIMES CAN WORK IN AREAS THAT OTKERS CANNOT. WE FEEL THAT THIS 
15 A VERY USEFUL TOOL. NOT ONLY TO OUT. MEMBERSHIP. BUT ALSO TO 
OTHER CROUPS AND ENTITIES THAT WE WORK WITH. 

MR« CHAIRMAN, MEMBERS OF THE COMMITTEE. X KNOW THAT YOU ARE 
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PRESSED FOR TIME, I*VE ATTEMPTED TO KEEP MY REMARKS BRIEF. AT 
THIS TIME I WOULD BE HAPPY TO ANSWER ANY QUESTIONS YOU MAY HAVE 
OR IF ANYONE WOULD LIKE TO CONTACT US UTER, WE WOT!LD BE HAPPY TO 
PROVIDE YOU WITH INFORMATION THAT WE HAVE. 

THANK YOU MR, CHAIRMAN, MEMBERS OF THE COMMITTEE. WE 
APPRECIATE THE TIME AND EFFORT THAT YOU HAVE PUT FORTH ON BEHALF 
OF RURAL AMERICA. 

(Attachment follows.) 
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COMMUNICATING FOR AGRICULTURE 

INITIAL FINDINGS ON 

STATE ECONOMIC DEVELOPMENT RESEARCH 
MAY 15. 1987 

ALABAMA 'S Department of Agriculture h. s foTmed a study unit 
designed to 'seek creative solutions" to the problems of 
depressed rural areas. 

ARIZONA - -The University of Arizona is currently trying to develop 
an~ippTe -growing industry in Cochise County, which is now a 
depressed area in which cotton traditionally has been raised, 

CALIFORNIA has ambitious rural economic development plans 
underway , Its "Rural Renaissance Program" was approved in 
September and became official in January, with two components: 
Eight million dollars already appropriated, available to 
California's 41 rural counties on a $2 per capita basis, for the 
funding of projecta that can rtsult in job creation and economic 
revitalizationi and an infrastructure grant and loan program, to 
fund public improvements that would serve economic development 
purposes. The current state budget bill, now pending in the 
legislature, would appropriate $30 million for the latter 
component . 

COLORADO governor has set up a series of committees focusing on 
agriculture , development and tourism. There are five committees 
for each, one for each part of the state. Meetings of the 
committees started in April and th*^ relationship between the 
three areas of concern is being stressed. Recommendations coming 
out of these meetings a-e expected to result in legi,lation, 
including rural development legislation. 

CONNECTICUT ia extending some efforts in job retraining and is 
working to attract value-added industries. However, according to 
a spokesperacn, not a great deal has been achieved to date. 

FLORIDA'S department of Agriculture recently hired a specialist, 
Dr, Clifton Savoy, to develop a rural development plan for the 
state. The first thrust of it is a piere of legislation now 
pending called the "Agricultural Economic Development Policy 
Act," whose language aim is the creation of jobs in rural areas 
without polluting the environment. The thrust is to be 
especially toward developing new industries based on the 
potential that already exists, rather ♦"han attracting existing 
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industry away from other states. Value-added projects are being 
especially emphasized, and business assistance planning and 
various types of incentives would be offered. The legislation 
has just passed out of both agriculture committees. 

Georgia's Department of Agriculture has a policy of locating its 
newer l4*boratories and facilities in rural areas, to stimulate 
the economy when possible. The state also builds livestock 
facilities' in rural areas and leases them to private individuals. 

Idaho's legislature recently created a small agricultural 
marketing board to help fanners sell their products. 

ILLINOIS' Legislature Is currently considering a "Harvest the 
Heartland" legislation that would provide different sources of 
funding for research into the development of a number of 
activities in connection with agricultural diversification and 
agriculture-related technology. In 1986, Governor James Thompson 
announced a number of rural development related actions, 
including a number of research projects aimed at diversification 
and value-added agricultural activities, as well as a requirement 
that at least 25 percent of state expenditures be directed toward 
rural areas. 

INDIANA 'S legislature just passed a bill aopropriating $400,000 
per year for a value-added center, to develop new uses for 
agricultural pioducts and attract value-added industries. 

KANSAS - -A Commission on the Future of Kansas, consisting of 
farmers , bankers, etc., has initiated some proposals that are 
expected to be the basis for legiRlation . Rural economic 
development, with emphasis on food processing plants, etc., is 
one of the areas emphasized. Diversification is another. The 
report is not yet printed in final form. Also, Kansas State 
University has a Kansas Center for Rural Initiatives, which is 
basically a study and research group, aimed at developing ideas 
in a number of areas to help the rural sector, including rural 
economic development. 

KENTUCKY Department of Agriculture has initiated a program called 
FARMLOT, a computerized service which attempts to match 
producers and markets . 

MAINE'S legislature is now considering a "Job Opportunity Zones" 
measure, introduced at the governor's request. It t^'ould provide 
incentives for job creating in designated areas. 

MARYLAND is emphasizing an Agriculture Development Plan that is 
now in developmental stages. It's due on the governor's desk 
July 1, after which hearings for public input will be scheduled. 
The result is due to be crafted into legislation for the 1988 
session. It is felt that a well developed aquaculture industry 
could do more for the rural part of the state than anything else, 
and could eventually rival the state's broiler industry. 

MINNESOTA - -The Minnesota Legislature is considering a piece of 
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all-around economic development legislation that started out has 
rural and still has strong rural components. Among other things, 
it would establiih a Rural Development Board, which would have 
access to a $9.3 million rural rehabilitation fund and could 
provide loans and investments in rural areas to stimulate 
development or create new Jobs. It would also invest money in 
companies that would cre«ite new Jobs in depreased areas. 

NEBRASKA ' s Legislature is considering an agricultural promotion 
bill which would create new aeriprocessing and diversification 
positions in the Department of Agriculture. The bill is expected 
to pass within two weeks. The legislature ia alao considering a 
bill to give tax credits to businesses who hire at least 20 
people. It's aim is not specifically rural, but it is felt that 
it would help rural areas. Yet another bill would establish 12 
different centers to encourage and promote (with counseling, 
financing, etc.) new businesses getting started. 

NORTH DAKOTA ' s Department of Economic Development is working 
toward a number of goals, most of which relate to the development 
of "home-grown" industries, especially in the value-added area. 
Some resulta have been achieved through these efforts. The 
thrust isn't strictly rural, but much of it materializes in rural 
areas . 

NORTH CAROLINA seems to be the current leader among states in 
rural economic development efforts. The current efforts stem 
from a Jobs Commission created 18 months ago by the Lt. 
Governor's Office. Thirty-eight recommendations came out of the 
commission, and while many of them included the rural sector, 
three were specifically rural; Tax credits for Jobs for 
distressed rural areas, state assistance to conmmnities for water 
and sewer funds, and the formation of a Rural Economic 
Development Center. Tlie latter is now underway, chartered as a 
nonprofit organiration with a Board of Directors and serjd 
funding from state foundations and corporations. The legislature 
is now considering an annual $2 million appropriation for it. 
The center is envisioned as an area in which the public and 
private sector can come together and coordinate tbeir activities 
and identify needed new initiatives and expansion of existing 
efforts. Also, the center is seen as a clearinghouse for 
information on rural economic development activit-fes nationwide. 
Information is already being gathered in all states. Resear-'h 
and development projects are also a priority item with the 
center. 

Ohio 's Agricultural Extension Department is working with the 
state and local governments to attract industries. Also, Ohio 
State University has i Business Retention and Expansion Program, 
which emphasizes the retention aspect and offers some advice and 
state funding to municipalities toward this end. It isn't aimed 
specifically at the rural sector but it is felt that it does 
provide much assistance to the rural sector. 

OKLAHOMA'S legislature is currently considering bills related to 
rural economic development. One would authorize loans through 
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the Treasurer's Office for fanners who want to diversify. The 
other Is a study bill, on the feasibility of setting up food 
processing plants in Oklahoma. 

PENNSYLVANIA ' s governor has reconananded a budget now unde 
consideration in the legislature that would contain a $3 million 
line item for agriculture diversification. It would provide 
state assistance and matching loans for value-added industries 
and research projects for new uses for animal waste. 

SOUTH CAROLINA is working to develop more agricultural 
diversirication and state agriprocessing industry. The 
Department of Economic Development and the Agriculture Department 
are working together to get more agriprocessing industries into 
the state, stressing lower transportation costs to population 
centers such as New York City and Washington, D.C. Also being 
offered are Incentives for diversification. For example, work is 
being done to develop crawfish and kiwi fruit industries in the 
state. 

SOUTH DAKOTA --Ralsed its state sales tax by 12 for one year to 
generate new state revenues for economic development. 
Anticipation of $1*0 million will be generated which will be used 
to create new jobs, etc. This is to be a revolving fund. A 
Conxmlsslon has been created to administer the program. 

TEXAS ' Department of Agriculture has for a number of years been 
work Ing , through financial incentives, for the establishment of 
more agriprocessing facilitiet, in the state. The Department also 
provides incentives and assistance for agricultural 
dlverslf Icatlcn. A number of acconplishments have been made in 
both areas. Currently, the legislature is considering a 
legislative package collectively known as the "Agricultural 
Development bills that would greatly increase che incentives for 
agriprocessing and diversification. 

VIRGINIA has a Rural Development Foundation to encou-age 
industries to locate in rural areas and to encourage 
entrepreneurshlp , but it hasn't gone into effect because of lack 
of funding. There has been no state appropriation for it because 
It was assumed that the state was going to get some money that 
was earmarked in the U.S. Farm Bill for state rural economic 
development purposes. However, according to a Department of 
Agriculture spokesman, the money apparently went to other states. 

WYOMING'S Economic Development and Stabilization Board is 
: solved in a number of financing projects relating to 
value-added industries, both agricultural and industrial. It's 
been in operation two yenrs , and a number of food processing 
plants have been started as a result. The Agriculture Department 
is also helping individuals to develop food-related industries, 
particularly in tht gourmet area, but also those dealing with 
cattle slaughtering and sheep products. 
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National 
Aasociation of 
Tonns and Townahipt 

STATEMENT OF THE 
NATIONAL ASSOCIATION OF TOWNS AND TOWNSHIPS 
AT HEARINGS BEFORE THE 
HOUSE AGRICULTURE CONNITTEE 
CONSERVATION, CREOU ANO RURAL OEVELOPNENT SUBCORRIT''EE 

HAY 19. 1987 

MR. CHAIRMAN. MY NAME IS JEFFREY SCHIFF, I AM EXECUTIVE 
DIRECTOR OF THE NATIONAL ASSOCIATION OF TOWNS AND TOWNSHIPS. OUR 
MEMBERS ARE MORE THAN 13,000 TOWNS, TOWNSHIPS AND SMALL 
COMMUNITIES NATIONWIDE WHICH ARE REPRESENTATIVE OF THE MAJORITY 
OF GFNERAL PURPOSE GOVERNMENTS IN THE UNITED STATES. THAT 
STATISTIC MAY BE A SURPRISING ONE FOR MEMBERS OF THE COMMITTEE, 
BUT IT IS IMPORTANT TO VIEW OUR TESTIMONY IN LIGHT OF THIS FACT: 
OF THE 39,000 GENERAL PURPOSE LOCAL GOVERNMENTS IN THE UNITED 
STATES -- THAT IS, EVERY MUNICIPALITY, COUNTY, TOWN AND TOWNSHIP 

SEVENTY-TWO PERCENT ARE UNDER 3,000 IN POPULATION. HALF OF 
ALL GENERAL PURPOSE GOVERNMENTS ARE UNDER 1,000. WE ARE A NATION 
OF SMALL TOWNS, MR. CHAIRMAN, AND WE THINK IT'S IMPORTANT FOR THE 
FEDERAL GOVERNMENT TO REMEMBER THAT. 

I KNOW THAT I AM SINGING TO THE CHOIR HERE, BECAUSE I KKQW 
YOU RECOGNIZE THE CRITICAL SITUATION FACING OUR SMALL GOVERNMENTS 
AND THEIR CITIZENS. ON BEHALF OF ALL OF OUR MEMBERS I WANT TO 
THANK YOU FOR INITIATING A DIALOGUE THROUGH THE INTRODUCTION OF 
YOUR "RURAL RE V ITAL I Z AT I ON ACT OF 1987 / WHICH CONTAINS VALUABLE 
AND SENSITIVE PROVISIONS DIRECTED AT IMPROVING THE ECONOMIC 
CLIMATE IN RURAL AMERICA. 

1522 K Street Northwest Suite 730 Wishlngton DC 20005 Telephone (202)737 5200 
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WE SUPPORT PROGRAMS SIMILAR IN CONCEPT TO YOURS, MR. 
CHAIRMN, AND STAND READY TO HELP GAIN SUPPORT FOR YOUR IDEAS. 
MUCH CAN BE ACCOMPLISHED THROUGH PROGRAfIS DESIGNED . PROVIDE 
CAPITAL ANO TECHNICAL ACSISTANCE TO SMALL COMMUNITIES. WE 
APPLAUD YOUR APPROACH BECAUSE IT DOES NOT TRY TO SCALE DOWN 
MASSIVE PROGRAMS TO FIT SMALLER COhwUNITIES, BUT RATHER 
RECOGNIZES THE NEED TO BUILD UPON LOCAL RESOURCES LOCAL 
BUSINESSES - STREKGTHENING WHAT PRESENTLY EXISTS. I THINK HE 
ALL REALIZE HOU UNREALISTIC IT IS TO ENCOURAGE MOST SMALL 
COMMUNITIES TO COMPETE IN THE LIMITED, SOPHISTICATED MARKET WHICH 
PINS ALL HOPES ON TRYING TO ATTRACT BRANCH PLANTS OF LARGE 
CORPORATIONS; THIS IS ANOTHER MANIFESTATION OF THE THEORY WHICH 
TRIES TO TAKE METHODS WHICH DO WORK FOR LARGER MUNICIPALITIES AND 
SQUEEZE THEM DOWN TO FIT THE SMALLER ONES. THAT APPROACH JUST 
DOESN'T WORK. 

WHAT DOES WORK IS TARGETED SUPPORT THROUGH MECHANISMS THAT 
REACH INTO SMALL COMMUNITIES, AND THERE IS A GREAT DEAL THAT THE 
FEDERAL GOVERNMENT C^N DO TO PROVIDE THIS KIND OF SUPPORT WITHOUT 
SPENDING HUGE SUMS. 

I KNOW CONGRESS LIKES TO THINK IN TERMS OF MASSIVE PROGRAMS 
AND HAS, HISTORICALLY IN FACT, BEEN RELUCTANT TO PROVIDE SMALLER 
SUMS ON THE ASSUMPTION THAT "NOBODY CAN DO ANYTHING WITH THAT 
SMALL AMOUNT OK MONEY." CONGRESS NEEDS TO REMEMBER THE UNIQUE 
CHARACTER OF SMALL GOVERNMENTS WHEN r DEVELOPS NEW PROGRAMS 
IT NEEDS TO REMEMBER THAT ALL "LOCAL GOVERNMENT" IS NOT THE SAME 
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ALL TOO OFTEN, FEDERAL POLICIES ARE IMPLEMENTED WITH NO 
THOUGHT TO THE CAPACITY OF RURAL GOVERNMENTS. A COMMUNITY OF 490 
IS ASSUMED IN MOST CASES TO HAVE THE SAME CAPACITY IN TERMS OF 
REVENUE RESOURCES AND STAFFING AS A CITY OF 49,000. SMALL 
COMMUNITIES ARE ASSUMED TO HAVE AT THE LEAST — A STAFF, A 
PAYROLL, A PHYSICAL PLANT, COMPUTERS, ACCOUNTANTS, LAWYERS, 
ENGINEERS, FUNDS AT THEIR DISPOSAL, AND OPTIONS IN PROVIDING 
SERVICES BOTH IN TERMS OF WHAT SERVICES THEY PROVIDE AND HOW THEY 
DELIVER ',HEM. THE FACT REMAINS THAT MOST RURAL GOVERNMENTS HAVE 
EXTREMELY LIMITED RESOURCES AS YOU YOURSELF UNDERSTAND, MR. 
CHAIRMAN, COMING FROM YOUR RURAL DISTRICT IN TENNESSEE. WE HOPE 
THAT, AS YOUR LEGISLATION PROGRESSES, WE CAN JOIN YOU IN RAISING 
THE UNDERSTANDING AMONG YOUR COLLEAGUES AS TO THE TRUE COMPLEXION 
OF RURAL AMERICA AND THE TOOLS WHICH MUST BF MADE AVAILABLE IN 
ORDER TO ACHIEVE CONGRESSIONAL INTENT IN PROGRAMS DESIGNED FOR 
SMALL TOWNS. 

SOME OF THOSE TOOLS YOU HAVE IDENTIFIED IN YOUR LEGISLATION. 
WE PARTICULARLY APPRECIATE YOUR EMPHASIS ON INNOVATIVE AND 
ALTERNATIVES APPROACHES THE RECOGNITION THAT THERE IS A LOT 
THAT CAN BE DONE OUT THERE THROUGH COOPERATIVE EFFORTS UTILIZING 
LOCAL EXPERTISE WITH A BOOST FROM RELATIVELY SMALL AMOUNTS OF 
FfDERAL DOLLARS. THE RURAL DEVELOPMENT LOAN FUND IS A PRIME 
EXAMPLE. THIS KIND OF REVOLVING LOAN FUND CAN BE INVALUABLE TO 
SMALL COMMUNITY DEVELOPMENT EFFORTS. ACCESS TO CAPITAL FOR SHALL 
FIRMS AND RURAL AREAS IS A GLARING DEFICIENCY IN MOST FEDERAL 
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APPROACHES. IN AN ERA OF CONSTRICTED FEDERAL FUNDING, REVOLVING 
LOAN FUNDS REPRESENT A VIABLE WAY TO INFUSE NEEDED CAPITAL WHILE 
LIMITING kECURRING FUNDING OUTLAYS. THEY ALSO LEND THEMSELVES TO 
APPROPRIATELY SCALED MANAGEMENT AT THE LOCAL LEVEL AND CAN BE 
LEVERAGED WITH OTHER AVAILABLE FUNDS. 

ANOTHER EXAMPLE WE WHOLEHEARTEDLY ENDORSE IS YOUR $25 
MILLION PILOT PROJECT FOR BUSINESS DEVELOPMENT WHICH WILL ANALYZE 
AND IDENTIFY OPPORTUNITIES TO DRAW UPON LOCAL ECONOMIC AND HUMAN 
RESOURCES, SEARCH OUT, TRAIN, AND EXTEND MANAGEMENT AND TECHNICAL 
ASSISTANCE TO LOCAL BUSINESS PEOPLE, AND HELP MOBILIZE CAPITAL 
FROM INSIDc AND OUTSIDE THE LOCAL COMMUNITY. 

BY SPECIFICALLY TARGETING PROJECTS FOR COMMUNITIES WITH 
POrULATIONS OF 20,000 AND UNDER, YOU ARE ASSURING THAT ASSISTANCE 
GOES TO THE MOST NEGLECTED AND UNDERRATED GOVERNMENTS AND THEIR 
CITIZENS IN THE UNITED STATES AND NOT INCIDENTALLY THE PEOPLE 
WHO HISTORICALLY HAVE SFT THE EXAMPLE FOR INDEPENDENCE AND SELF- 
RELIANCE. WE FEEL STRONGLY THAT THESE PEOPLE — CITIZENS OF 
SMALL COMMUNITIES AND THEIR LOCAL LEADERS — WANT TO BE 
INDEPENDENT AND SELF-RELIANT AGAIN. WHAT THEY NEED IS A FIGHTING 
CHANCE AND AN OPPORTUNITY TO LOOK AT THEIR ECONOMY from A NEW 
PERSPECTIVE. 

IN YOUR OWN STATE OF TENNESSEE, MR. CHAIRMAN, AS TM SURE 
THAT YOU ARE AWARE, THERE ARE CREATIVE, INDUSTRIOl'^ PEOPLE 
TURNING THEIR FUTURES AROUND. IN HANCOCK COUNTY, TENNESSEE, FOR 
INSTANCE, DOROTHY AND MARGARET BRUDECKI HAVE TURNED A HOBBY 
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NAKING CORNHUSK DOLLS INTO A PROSPEROUS BUSINESS WHICH HAS 
CREATED THIRTY JOBS WITH FOUR MORE PEOPLE TRAINED AND READY TO 
COME ON BOARD "AS SOON AS WE CAN GET SOME MORE TABLES AND CHAIRS 
IN HERE," AS DOROTHY BRUDECKI SAYS. 

OVER IN GRUNDY COUNTY. FARMER JOE MARLOWE IS DEVELOPING A 
CALIFORMIA-STYLE WINERY. SOME CREATIVE THINKING AND SOME HELP 
FROM THE TENNESSEE VALLEY AUTHO .TY AND AGRICULTURAL ANALYSIS 
FROM THE STATE UNIVERSITY HAS TRANSFORMED THE COMMUNITY BY TYING 
TOGETHER THE WINERY. THE VINEYARD. AND THE ATTRACTIVE MOUNTAIN 
TERRAIN. CREATING A CLIMATE FOR TOURISM AND A WHOLE NEW SOURCE OF 
JOBS. SIMILAR TRANSITIONS ARE HAPPENING IN NEARBY JAMESTOWN. 
WHERE CARL EDWARDS PROVIDES JOB TRAINING AND EMPLOYMENT FOR 35 
PEOPLE THROUGH HIS COMPANY. MICRO METAlS. WHICH MANUFACTURERS 
PRECISION PARTS. AS MR. EDWARDS POINTS OUT. THIS IS THE WAY 
COMMUNITIZi GROW. "WE WANT TO HAVE TOOL AND DIE MAKERS HERE THAT 
HOPEFULLY. SOME DAY. WILL START THEIR OWN TOOL AND DIE SHOPS 
WHICH WILL IN TURN CREATF MORE JOBS FOR JAMESTOWN." HE SAYS. 

EFFORTS SUCH AS THESE DESERVE FEDERAL SUPPORT. MR. CHAIRMAN, 
AND CERTAINLY YOUR INITIATIVE WHL PROVIDL A GREAT DEAL OF 
ENCOUhAGEMENT AND INCENTIVE FOR SMALL COMMUNITIES. THERE ARE 
OTHER FEDERAL PROGRAMS THAT COULD PROVIDE TOOLS FOR RURAL 
AMERICA. BUT FOR THE MOST PART SMALL COMMUNITIES 00 NOT HAVE 
ACCESS TO THEM BECAUSE. ONCE AGAIN. WE JUST DON'T HAVE THE 
RESOURCES FOR MATCHING GRANTS OR THE EXPERTISE TO CTMPETE WITH 
LARGER PLACES OR STATE MONEY. IT IS UNCONSCIONABLE THAT A 
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PERVASIVE BIAS HAS CREPT INTO FEDERAL PROGRAMS WHICH EFFECTIVELY 
SHUTS OUT SMALL GOVERNMENTS, AND IN ORDER TO ADDRESS THIS 
INEQUITY. NATaT STRONGLY SUPPORTS THE INCLUSION OF THE FOLLOWING 
PROVISIONS IN ANY NEW FEDERAL RURAL DEVELOPMENT INITIATIVES: 

FIRST, REQUIREMENTS FOR MEANINGFUL CONSULTATION 
WITH LOCAL OFFICIALS ON THE DESIGN AND 
IMPLEMENTATION OF SMALL TOWN PROGRAMS, ESPECIALLY 
THOSE BEING CHANNELED THROUGH STATE GOVERNMENT^. 
IT IS OUR EXPERIENCE, MR. CHAIRMAN, THAT LEFT TO 
THEIR OWN DEVICES, MOST STATES PASS THROUGH AN 
ABSOLUTE MINIMUM OF TECHNICAL ASSISTANCE OR 
FUNDING TO SMALL COMMUNITIES. 

SECONDLY, A REQUIREMENT THAT STATES MAINTAIN THEIR 

own effort rather than reducing their 
partici^^ation in program areas when federal funds 
become available; 

third, elimination or adjustment of de minimis 
levels in federal programs which imply that only 
big dollar projects are effective; 
fourth, a requirement that data be collected on 
:mall governments and made available in usable 
form (no) computer tapes), so that citizens of 
rural areas hav^ at least a fair chance to make 
their case, 
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" FIFTH, SET-AMOES FOR SMALL GOVERNMENTS 8ELUW 
20,000 POPULATION; AND FINALLY, 

— ENCOURAGEMENT OF INNOVATIVE ArlO ALTERNATIVE 
APPROACHES UHICH STILL MEET THE THRUST OF 
CONGRESSIONAL INTENT. 8UT THAT MOVE AWAY FROM ONE, 
UNIFORM "WAY TO GO" FOR LARGE AND SMALL PLACES 
ALIKE. 

WE CERTAINLY APPRECIATE YOUR SENSITIVK TO THt DIVERSE 
NATURE OF RURAL AMERICA AND YOUR ACKNOWLEDGEMENT THAT ONE 
SOLUTION IS NOT GOING TO FIT EVERY COMMUNITY, MR. CHAIRMAN, AMO 
WE ESPECIALLY WANT TO THANK YOU FOR YOUR SUPPORT Of OUR OWN 
EFFORTS !N THIS REGARD: OUR "HARVESTING HOMETOWN JOSS" PROGRAM 
WHICH WILL 8E INTRODUCED IN A SPECIAL SHOWING TOMORROW IN THE 
CAPITOL BUILDING. "HARVESTING," AS YOU KNOW, CONSISTS OF A 
SIMPLE GUIDEBOOK THAT CAN 8E USED BY ANYONE IN A SMALL TOWN WHO 
WANTS TO "GET THINGS GOING," ALONG WITH A VIDEO OR FILM 
PRESENTATION FEATURING INTFRVIEWS WITH LOCAL PEOPLE FROM SMALL 
COMMUNITIES IN DIFFERENT REGIO jS AROUND THE COUNTRY WHO HAVE 
TAKEN POSITIVE STEPS TO TURN THEIR FUTURES AROUND. THE PEOPLE I 
MENTIONED EARLIER FROM TENNESSEE. IN FACT, ARE FEATURED IN THE 
"HARVESTING" VIDEO. 

IT IS THROUGH EFFORTS SUCH AS THIS SMALL IN SCALE BUT 
POWERFUL IN THE ABILITY TO INSPIRE AND EOUCATE THAT RURAL 
AMERICA CAN TAKE HOLD AGAIN. YOUR LEGISLATION CAN PROVIOE 
INCENTIVE AND INITIATIVE FOR A GREAT MANY MORE SUCCESS STORIES 
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LIKE HANCOCK COUNTY. TENNESSEE — AND CROSSCREEK TOWNSHIP IN 
PENNSYLVANIA. AND FLOODWOOO, MINNESOTA. AND OTHER SMALL 
COMMUNITIES WHICH ARE IN THE VANGARD OF RURAL RE V I TAL I ZATI ON . WE 
ENCOURAGE YOU TO CONTINUE TO SUPPORT INNOVATION AND FLEXIBILITY 
AS BASIC TOOLS WHICH MUST BE PART OF ANY REALISTIC APPROACH TO 
GROWTH ^NO CHANGE IN AMERICA'S SMALL COMMUNITIES. 

THANK YOU AGAIN FOR THE OPPORTUNITY TO TESTIFY THIS MORNING. 
WE LOOK FORWARD TO WORKING WITH YOU AND YOUR STAFF AS THIS AND 
OTHER RURAL LEGISLATION EVOLVES. AND WE WILL DO EVFRYTHING WE CAN 
TO SUPPORT YOUR EFFORTS. 
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Nr. chalra«n and Meabers of the comjplttee: We appreciate 
very auch this opportunity to share with you our thoughts on ways 
rural faallles and couunltles can be assisted at this time. We 
will briefly review our research and then discuss how the 
University of Missouri Extension Service Is utilizing funds 
received tram Section 1440 of the 1985 rood Security Act to 
assist rural faallles and conaunltles. 



In the Midwest, some economic evidence suggests that 
agricultural conditions are beginning to stabilize. Other 
evidence suggests a continuing deterioration. Regardless of 
whether the "crisis*' nature of the fara problem may be subsiding 
In soae areas of the country, few would argue that economic 
prosper J *-v will return to the fara economy In the near future. 

Even If these economic conditions could be turned around in 
the very near future, which Is a most unlikely prospect, the 
severe problems they have created for Individuals, families and 
communities will continue and must be addressed. ThuS/ Immediate 
efforts must be focused on helping those Individuals, families, 
and communities to cope with their current problems and find some 
hope for a rewarding future, while the political and economic 
debate continues on how to "solve" the laiger economic problems. 
It should be noted that many of the domestic and International 
factors which lead to problems in the agricultural economy are 
also creating economic problems In such other extraction 
Industries as energy, mining and forestry, as well as In rural 
manufacturing . 

Faallv and Community consequences The consequences of the 
financial problems In agriculture extend well Into the rural 
community. The human costs are felt not only by the farm 
families, but by many others In rural areas. A recent report by 
the U. S. Senate Subcommittee on Intergovernmental Relations 
(1986) traces some of the consequences for the rural community. 
The decline In Income and CMset values have major Impact on rural 
communities and nonfarm families living In those communities. 
The report suggests that the "long-term Increase or decrease of 
$64,000 In net farm Income will add to, or cut back on local 
commercial employment by one Job." 

With the real value of the agricultural base shrinking, with 
Increased tax delinquency rates and with the decline In nonfarm 
Income, employment and property values, th9 Impact on the public 
sector Is also dramatic. At a time when the demaxul for many of 
the social services provided by the local community Is on the 
Increase, the oase of revenue to support these services Is on the 
decline. Not only do many local communities find It difficult to 
maintain the level of services they had In the 19708, but many of 



INTRODUCTION 



1 




123 



th« statM Bost iMpacted a^-e also unable to ralso the necessary 
revenue for such services. 



The huBsn costs of this ongolnfl crisis are not only borne by 
the families that have lost their land, livelihood and lifestyle. 
Other rural faallles who are continuing to fara and run 
businesses have also experienced broken dreams and Increasing 
levels of stress as the value of their assets and family Incomes 
have been eroded. 

The Challenge The challenge for rural America Is that of 
rebuilding the social and economic system. Research has shown 
that the social system is not meeting the needs of many families 
suffering special hardships as the result of the economic chaos 
In rural areas. Serious attent^.on must be given to redeveloping 
the social system and In redeveloping, or In many cases, 
developing a new, sound economic base to replace som^ of that 
being lost by agriculture. 



As a result of questions raised over two years ago by a 
member of this committee, we received funds through the Economic 
Research Service of JSDA to conduct a study of families being 
forced from their farms for financial reasons. The study sought 
not only to document the process of losing one's farm, but also 
to Identify the special needs of these families during their 
transition from farming and the assistance thi*y received. We 
Interviewed all the families who had lost their farms because of 
economic reasons In one of the more productive agricultural 
coui."»-aes In Missouri. Forty-six families were identified as 
having lost their farms between January 1 of 1980 and January 1 
of 1986. Two of the families had left the community without 
leaving a forwarding address. Two families experienced illness 
and retirement along with economic problem'*. Ono family was 
experiencing 'uch severe Illness that we chose not to Interview 
them. One family refused to be Interviewed saying that while 
they hoped our study would succeed. It would be too painful for 
them to share with us thslr experiences of losing their farm. 

The responses from forty families suggested that only five 
{12%) could think of any assistance they received from government 
agencies, churches or any other organization In the community 
when they were in the process of being forced out of farming. 
One Individual said, "People around here Just stood by waiting to 
see If vn would starve to death, and we almost did." This 
finding was especially alarming since at that time, the county 
provided a number of social services which could have assisted 
the families. The county had a program for food stamps. 
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comaodlty foods, physical and fflental health assistance at little 
or no cust, access to job retraining programs and other services. 
In addition, there were pastors, church members and others In the 
community who were concerned about the social well-being of local 
citizens. The obvious qusstlon raised Is why are the available 
3ervlcs8 not utilized by families In need. Additional data from 
our study give some Insight. 

All of the women and all but one of the men said they 
ex'^trlenced depression In ^ha course of getting out of farming. 
Two- thirds of the men and women said they withdrew from family, 
friends and social activities. Thus, at the very time these 
families needed to reach out to others for help, whether to 
friends or government agencies, their reaction was to withdraw. 



Withdrawal Is one of the many consequences of depression 
which Impacts Individuals and faallles especially at times of 
long-term stress and/or when they are facing a crisis. This 
tendency to withdraw Is probably enhanced because these were 
formerly proua. Independent, middle class people. They were 
accustomed to taking care of their own needs. Many of them were 
Ideologically opposed to many of the social service programs 
because they felt they helped those unwilling to work. 

Thus, the psychological cost of asking for h'?lp Is great. 
In addition to the psychological cost Is the social cost. For 
many, asking for assistance Is a public admlssloa of failure. 
Often the service agencies ars located In very public buildings 
making the social cost even greater. 

One-third to one-half of the men and women also indicated 
they could not think rationally' or logically. The ability to 
fully utilize cne's mental capabilities is limited when one is 
experiencing depression. Thus, at a time whan farm families are 
having to learn about bankruptcy, IRS rulings concerning 
liquidation and the possible social service programs available to 
assist their family, they are not thinking very clearly. 

The respondents also indicated they experienced other 
syaptoarv of depression such as the inability to sleep, eating 
disorders, physical aggressiveness and mood changes. All of 
these consequences can have an Impact on their ability both to 
reach out for social services and to utilize them. 

Bssentlally all of our social service, educational and other 
assistance programs require that the people reach out and ask for 
assistance. Evan when we are concerned about a friend, we are 
reluctant to invade their privacy and ask them if they need help. 
Usually we wait for the individual to ask us for assistance. 
These individuals do not have the psychological and emotional 
strength to ask for such assistance. Assistance programs must be 
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need*^*^ better reach out to those people in 

Based on our study, we recoaMi'fnded that assistance and 
alterations were needed In the following six areas. 

1. P^ral econoalc developnent 

2. Mental health outreach 

3. Information services 

4. Job certification, networking and training 

5. Changes In requlreaents of entitlement programs 

6. Special attention to needs of youth 

UNIVERSITY OF MISSOURI EXTENSION RESPONSE 

The University of Missouri Extension Service has had a long 
history of working with rural coaaunltles to enhance economic 
development. That long-term effort was reinforced two years ago 
with a new prograa thrust called "Alternatives for the 80s 
Some of the successful projects include "The Best of Mlssotxrl 
Hands , 'Missouri Product Finder", "Catalog of New Ideas", new 
crops and locally processed agricultural products. 

With the funding we received under Section 1440 of the 1985 
^^^f^^^^^^^^^y Act, we have been able to Include four of the 
additional areas cited above to give us a more balanced program 
focusing on both the social and economic development of rural 
areas. Given the time required for such funds to be administered 
through the system and the time required for planning and 
develcylng new programs, the four new Extension thrusts have been 
underway only a short time. However, we are already receiving 
praise and support for the programs from school counselors, 
pastors, agricultural lenders and others, as well as from farm 
J*ck»on who participated in a Career Options 
Workshop. We would nke to briefly discuss each of the fcur 
thrusts and how they relate to other statewide programs. 

Rural Community Service Prolect 

One thrust of the new effort la the Rural Community Service 
Project. In the northern portion of the state, seven senior 
level counselors froa the local Rural Mental Health Centers have 
been hired and located In local Extension offices. These 
professional counselors are capable of directly assisting 
faallles experiencing laaedlate psychological probleas which 
often lead to destructive or abusive behavior. Their aajor 
purpose, however. Is not to provide on-going family assistance, 
but rather to help route those families In need of assistance to 
the appropriate services. Most of the faallles have multiple 
problems that can be assisted by not one, but several agencies 
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^nd organizations. The Rural Community Service Coordinators can 
provide the families with information about numerous services 
available in the coouiunlty, county, region and state. 

Even more important la the role the coordinators play in the 
community. The coordinators serve as a catalyst to help local 
people inventory the resources available in their communities, 
coordinate these resources and help to disseminate the 
iaformatlon to a host of caregivers and families in need who 
could utilize the information. They are also helping to 
establish local support groups and providing professional 
assistance to support group leaders when necessary. 

The coordinators utilize the full resources of the 
University of Missouri and the local Commtmity Mental Health 
Center in providing services to rural communities and families. 
This program has been integrated into other ongoing Extension 
programs such as those in farm management, child and family 
development and community economic development. In addition, the 
program has received strong support and cooperation from the 
Missouri Department of Social Services, the Department of Mental 
Health and the Department of Agriculture which coordinates 
NOFARMS, a financial management program. 

Recently, the Department of Mental Health submitted a 
proposal to the National Institute of Mental Health which is 
accepting proposals for innovative programs in the delivery of 
rural mental health services. The Missouri proposal builds on 
the Rural Community Service Project. 

Likewise, the Department of Economic Development has 
recently submitted a proposal to the United States Department of 
Labor requesting funds targeted to provide special job training 
assistance to farm and former farm families. The proposed 
training efforts are again tied to the 1440 Project . The 
proposed plan would utilize both the Rural Community Service 
Project and the Career Options for Missouri Farm Families to 
refer persons to the training program. 

The Rural Community Service Project is also working closely 
with the Missouri Interfalth Coalition on the Rural Crisis. For 
examt^le, the coordinators have become key members of the 
coalition's Bank Closing Response Teams. They are also being 
asked to help conduct pastoral training conferences held around 
the state focusing on assisting families in crisis. The 1440 
project is a key link in the developing local and statewide 
network of organizations and agencies attempting to help farm and 
rural families aiid communities at this time. 
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Career Options For Mlsaourl Farm yamllles 

The Career Options for Missouri Farm Families project Is an 
ln~depth career options, educational and counseling service 
available to farm family members. The services provided Include 
a career Information hotline for help In educational assessment 
and referral options and thr«e to five hour counseling sessions 
focusing on assessment of ablJltles, Interest, woik values and 
career options. The project also conducts workshops to help 
Individuals develop skills In resume writing, job Interviewing, 
decision making, goal setting, networking and other techniques to 
enter or reenter the off-farm Job market. 

As noted earlier, the Career Options Program is coordinated 
with the Job training programs of the Missouri Department of 
Economic Develo'^fsent and the Division of Employment Security. At 
the more local level. Extension specialists Vs^^rning with these 
programs work closely with community colleges, universities and 
other organizations offering training and educational programs. 

Rural Youth In Stress 

A variety of programs are being designed to assist youth and 
youth leaders In dealing with the adverse effects of stress In 
their lives and the lives of their families. Special programs 
are being developed for teacher In-servlce training and for 
subsequent use by teachers In the classroom. Public forums will 
be held In several locations focusing on taen suicide, stress and 
depression, and Individual and community means by which such 
problems jan be reduced. Special training on ways to cope with 
stress and ways to help a troubled friend will be provided for 
4-H camp counselors. In addition, sprclal training on family 
communication, stress and stress management will be given to 
leaders of 4-H and other youth organizations. 

Alternative Horticultural Produce Marketing 

Several communities wll^ be targeted In which to pilot a 
unique project In which horticultural producers will be linked 
with such Institutional buyers as schools, hospitals, and nursing 
homes. The potential for processing locally produced Items on a 
local basis will also be explored. 



Given the severe economic problems facing agriculture and 
several other Industries located In rural areas. It Is clear that 
nat lonal , state and local resources must be combined If the 
Impacted rural communities are to remain viable. Behind this 
concern Is a more general Issue which focuses on our national 
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land ssttleaent policy. How do we want the population of this 
country distributed? Perhaps the rationale used for originally 
settling rural areas Is no longer appropriate. Recent coaaunlty 
preference studies which suggest that the majority of people 
prefer to live In smaller towns and rural areas provide a new 
rationale for a policy of population decentralization. 
Additional reasons for and against such a policy can be 
Identified. Unfortunately, the present crisis In rural America 
does not allow us time to address this larger policy Issue before 
providing assistance to rural communities. In addition. 
Immediate assistance to lessen the human suffering of the current 
changes can be Justified on humanitarian reasons alone. 

Rural development Is the only hope many rural communities 
have for survival. Without a significant and creative effort to 
revitalize the rural economy, much of rural America will continue 
to deteriorate Into even deeper levels of poverty, despair and 
decline. The despair for many farm and rural families Is already 
so great that attention must be focused on social and psycho- 
logical development, as well as economic development. If rural 
communities are to be revitalized. 

Economic development will require retraining and education 
on the part of many rural citizens. Unfortunately, Individuals 
are unable to utilize fully many of the training and educational 
opportunities avallabls when they are experiencing depression. 
Obviously, Individuals who tend to withdraw, who can not think 
ratlonaMy or logically, who have problems sleeping and who are 
physically aggressive and experiencing great changes In moods do 
not make good students. He must meet some of the psychological 
and social needs of these Individuals before they become 
students. 

Depression Is contagions. It can move between members 
within a family and outward to friends and even into communities. 
In many parts of our state, we see small communities which have 
"given up". There is a sense of helplessness, hopelessness and 
futurelessness within these communities. This is often the 
result of what we might call "collective depression". 

One of the real chal lenges we face is that of helping 
members of these communities, and especially some of thsir 
leaders, renew their hope for the future. Economic development 
**f forts have little chance of success in those communities where 
there is a sense of hopelessness. What investor wants to set up 
an operation in a community which sees no future? What lenders 
will loan money to small business persons to set up a business in 
a community that has a eerse of helplessness? 

There are a growing number of communities across the country 
in which a few people have stepped forward as leaders and begun 
community projects that often require little financial backing. 
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Events such as children's clothes exchanges, beautlf Icatlon of 
public areas, assistance to a family which has soae unique 
ppoblea, to aentlon only a few. begin to pull the social fabric 
of rural communities together, give thea hope and set the stage 
for economic development to ■ take place. (Hamilton, Missouri, 
provides an example of how a community can redirect its future.) 

Me, at the University of Missouri Extension, are trying hard 
to build on past efforts as we focus on both the social and 
economic development of rural areas. He are especially grateful 
to have been part of a national, state and local governmental 
effort which has responded to needs of rural America and helped 
to lessen the human cost- associated with economic prcbleas and 
social change. 



PROM PROBLEM TO PROGRAM 



Contrary to criticism we often hear, our coaplex 
governaental and educational systea can respond to aajor problems 
in a tlae-.y manner. This recent effort provides an excellent 
exaaplB. Let us cJose by briefly outlining how the nuaerous 
segments of the system at the national, state and local levels 
coordinated their efforts to focus on the identified problem. 

Late in 1984, a member of the House Agriculture coaalttee 
requested inforaation from USDA about the assistance farm 
families needed and were receiving when they were ^orced out of 
faraing. Little information was available. Utilizing the 
cooperative relationship between USDA (the Sconoaic itesearch 
Service) and State Land Grant Colleges, the Department of 
Agriculture funded rural sociologists to conduct a research study 
to obtain the needed information. The study was completed and 
the results were reported back to UDSA and the Agriculture 
Committee member in April of 1985. The results of the study, 
along with a host of other information collected by Congress, 
were the basis for developing Section 1440. 

As the legislation moved through the authorization and 
appropriation process during late 1985 and early 1986, the 
initial research was reviewed by social scientists in other Land 
Grant Colleges. For example, rural sociologists and agricultural 
economists at Cornell University replicated the original studv in 
the fall of 1985 and provided further support for the orlalnal 
conclusions. 
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Section 1440 provided funding to the University of Missouri 
Sxtsnslon Service to develop prograas to address these needs. 
Directors of state agencies, regional Extension directors and 
director of Coamunlty Mental Health Centers, working with 
administrators, teachers, researchers and Extension faculty at 
t.-i* University of Missouri put in place a progra« to adire&s the 
needs identified. 

In just over two years from the time the initial question 
was asked, we are back here reporting to you about a functioning 
program which is assisting rural families and communities. Many 
positive comments have already been received. A formal 
evaluation of the program has begun. 



(A'-tachnentK follow:) 
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UNIVERSITY OF MlSSOURI-COLUMBiA 



Career Options for Missoun Farm Families 
& Missouri Career information Hotline 

too NoyM Buridvig 
ComfntM. MO 65211 



M«y 13, 1967 



Varrativa laport oa Caraar Optioaa tforkahopa 

Ae of thii data, va have coapletad lix workihopi, totaling 56 
participaati . Approxiaate ly 60 parcaat of tha participaati hava baaa 
■en. ani 40 parcaat woaan. Their agei hava rangad fro* 22 to 51 yaara 
old. Four of thaia workahopi ha'^a bean hald in Coluabia, oaa la 
Haaaibal aad oaa la LaBalle. Saven norf workihopa ara ichaduled 
bafora tha aad of Auguit 1967, vith a faw aora to ba addad latar to 
that tiaa pariod. Fiva of thaaa lavaa will ba ia Coluabia, oaa iq St 
Joiaph, aad oaa ia Bathaaj. 

Sarly la tha projact plaaaiag, wa aada tha daciiioa to gat fara 
faaily aaabar out of thair iaaadiata aaviroaaaat to coacaatrata oa 
tha procaai tf idaatify.ag thair caraar optioo'. Wbil* a faw 
participaati hava baaa loaawhat raluctaat to traval to a workshop 
•ite, tha vaat aajority hava axpraaiad thair appraclatioa at tha aad 
of tha workahop for thii chaaca to focaa oa thair daclaioaa without 
the diitractioai of choree, childrea, ate. Therefore, while we will 
coatiaue to preieat loae workihopi ia other towai throughout Miieour:, 
we will coatiaue to aore fraqueatly uea tha facilitiai aad raiourcee 
of tha Cereer Pleaaiag & Pleceaaat Ceater at tha Uaiveriity of 
Niiaouri'Coluabia. 

To ceilit ia iteffiag workehopi outiide of Coluabia, wa have 
contacted the other Uaiveriity of Hieeouri caapuiei' career couaeeliag 
services ia Kaaiei City, St Louii aad RoUe, aad eaticipate loae 
cooperatively iteffed workehopi. 

To eaiure a perioaal aad iapectful lervice, we have p^eaaed for 
let! thea 15 people in each workahop. Atteadanca hei raaged froa aiaa 
to twelve. Begiaaing ia let- Hey, we plea to fecilitete workihopi for 
24 or 36 par t ic ipan 1 1 , with the aain preic a t e t ioae to the lerger 
Sroup , thea dividing lato laallar groupi of twelve or leii for all 
diicuiiioni. Bach participaat will continue tr receive oae end 
one-half hours of individual career 'ounielinf, end a practice job 
interview on videotape. Ai you can ic from Lhe encloied ichedule, 
wcrkihopi average 22 hours, spread over two aad one-half days. 
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Prior to ••ch workshop, partieipeat. coaplttt tad Mil back 
«pproiii..t. ly two .ad oa.-h.lf hour, of «.......at -tt. "i th... 

ia": o«d) "v.n-p.,. C.r..r D.v.lop..at Pl.a ul.ple " 

"ci" (i; boJhiTf" JI' Vocatioaal Situ.tioa" (pr.f.t. .nd 

^ r f.**! ctr.tr inttrt.t lav.atori.., "C«r..r 

JoI^ilT . •''"'r' V*"""'* rtquxrin, h^gh .chool or 

(^ulIr^LM""*^ Ca.pb.U lac.r..t lav.atory" 

(.ust..t. c.r..r r.quiriag high .chool through coU.g.). Th. 
lav.ntorit. trt co.puttr .cor.d «ad th. r..ult. di.c'L.d wiJh ..ch 
p.rticip.at during th.ir c.r..r coua..liag ....loa. 

Th. workshop I. d..iga.d to coT.r th. coapl.t. c.r..r 

!hl['c« l^r? th. world of Work, to Actioa St.p. 

th.t c«a inrlud. furth.r .duc.tioa .od/or job huatinf .tr.t.,i«. 
r..uM writiag «ad job la t .rvi ewiag . ■cr.c.gi.., 

««iorit!'«?' thii ..t.ri.l h«. provia to b. o.« lafor.ttioa for th. 
««jority of work. hop p.r t ic ip.a t< . M.ay cho.. th.ir f.r.iag c.r..r .. 
. f..ily h.rit.g., and h.v. ao t ..riou.ly connd.r.d oJSr^ J.rl" 

nin?. -PP^^'^ off-far. ..ploy;."" 

o.pl.t.d . r..u.., ^or h.d .ay ia--d.pth job iat.rvi.w.. Th. fo^.t 
.ad coat.at of th. vork.hop. .... to giv. th. p.rticip.at. . r.a.;.d 

"u. fh.'l L";^ .xplor.txoa'tpd job hu:t!ag 

• kill, thty eta i..tdiattly put to ...t. Evtluttion. tad co..tat. ' 
(•u..ary .aclo..d) h.v. be. a ov. rwh. l.i agly po.itiv.. 




Proj.ct Co-Dir.ctor 
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CAllll ffTIOMB rOR MISSOUKI fAlll rAMILIES 
CdaaleCiTtt Vorkahop tTaluaClont 
rebruery 25^U%j 8, 1987 

(N-58. Indivxdutl workihop •ItMntt •%y oot tottl the ••me. 
progrca h«« •volvtd to xoelude •dditxontl prt te at at lona and 
•11 ptrticiptnt* rttponded to ell qutitioni.) 



OriaaCtCioa « OTarTlav 

1 2 3 

Vary 

Helpful 

(9: (8) 

Cereer PleBning « Cerear Chenie Proceeeea 

I 2 3 

Vary 

Helpful 

(21) (21) 



Toar Work Veluae 

1 2 

Very 

Helpful 

(18) (15) 



(8) 
3 



(1) 



5 

Not 

Helpful 



5 

Not 

Helpful 

(1) 



5 

Not 

Helpful 



T«ar Cereer inCereite 

I 2 

Vary 

Helpful 

(18) (14) 

Toer Tr^^e/ereble SkiUi 

I 2 

Very 

Helpfi . 

(16) (9) 



(2) 
3 

(9) 



rimdiog Cereer XnforaeCion « nforaetlon InterTiewiag 



1 

Very 

Helpful 

(18) 



(17) 



(6) 



Vritiag Toar l«eea» 4 Cover Lettere 

1 2 3 

Very 

Helpful 

(20) (19) (5) 



(3) 



(I) 



5 

Not 

Helpful 



5 

Not 

Helpful 



5 

Not 

Helpful 



5 

Not 

Helpful 



IrrfiTiduel Appointaente for Feedbeck on Aeiefeaeat laetrueeatg 

1 2 3 4 5 

Not 
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CAIEIR OPTIOHS FOR MISSOUII rAIM fAMILIES 
CuaalAtiTa Workshop KTaluatlona 
fabruary 2S-lla7 8, 1987 

?af;e Two 

Utilisiat tha Car«ar laforaatioa Library and laaas* Critiqaaa 



12 3 4 5 

V«ry Not 

Helpful Helpful 

(30) (20) (2) (1) . 

iBtarTiaviat tor Joba 

1 2 3 4 5 

V«ry Not 
H«lpful Helpful 

(29) (17) (3) 

Prect' J Job IntarTiewe 

1 2 3 4 5 

V«ry Not 
Helpful Helpful 

(34) (13) (1) (1) 

Job BuBtiag Stretasiaa 

1 2 3 4 5 * 

Very Not 
Helpful Helpful 
(21) (22) (3) (1) 

Metvorkiag 

1 2 3 4 5 

V«ry Not 
Helpful Helpful 

(31) (7) (6) (2) 

Coaplatiag Job Applicetioae 

1-2 3 4 5 

Very Not 
Helpful Helpful 
(IS) (20) (9) (2) 

DecieiOB Hekiag 4 Goel Settiag 

1 2 3 4 5 

Very Not 
Helpful Helpful 
(13) (20) (9) (1) 

Suaaery/Mext Steps 

1 2 3 4 5 

Very Not 
Helpful Helpful 
(19) (15) (3) (2) 
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COOPERATING AGENCIES 



Career Options for Missouri Farm Families encourages the use of other 
resources already In Implementation throughout the state. An emphasis is placed 
on information sharing between Career Options agencies and other programs, and 
Identifying individuci conUcts within agencies to facilitate referrals. Indi- 
viduals participating in the Career Options Workshops or calling the Missouri 
Career Information Hotline are informed of, and when appropriate, referred ^^c the 
following programs: i r^icrrcu .i. 

Missouri Oivisid of Job Development and Training 
Missouri Job Service 

Service Delivery Area Agencies for Job Training Partnership Act krograms 
Adult Education Programs within Area Vocational Technical Schools funded 

by the Department of Secondary and Elementary Education 
Regional Vocational Service Centers which assist displaced homemakers, 

single parents, and individuals seeking non-traditional training. 
GAJfJ Vocational Training Program, sponsored by the Missouri Department 

of Secondary and Elementary Education 
^r''*'T!iL* project of the University of Missouri and the Missouri 

Department of Agriculture, which helos farm families assess their 

financial situation 
Columbia College Tuition AssisUnce Program for Dislocated Farmers 
Northwest Missouri state University Tuition Assistance Program for 

Dislocated Fanners 
Communfty College and University; placement offices, a-ssessment 

resources 
Conawntty Mental Health Centers 

Project Re-focus, a program designed to assist dislocated workers in the 
Kansas City area 

Metropolitan Re-employment Project, a program designed to dislocated 

workers in the St. Louis area 
Education Opportunity Centers, provides assessment and assistance in 

locating educational resources in the St. Louis area 
Extension Continuing Education and Correspondence Programs 
Extension Business and Industry Specialists 

Establishment of a strong network of referral resources continues to be a 
primary focus of the Career Options Program. Conmunlcatlon between service 
providers, comnunity members, extension, and Career Options is essential for 
program success. Information sharlnr is facilitated by the availabilitv of the 
toll-free Hotline. Career Option* .Iso has elicited the assistance of representa- 
t ves from the Department of Agriculture, area businesses and indust-.^s, voca- 
tional schools, and Missouri colleges, in order to provide individue' zed assis- 
tance to participants of the workshops. 
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MISSOURI CAREER INFORMATION HOTLINE 



The Missouri Career Information Hotline, a component of Career Options for 
the Missouri Farm Families, Is a statewide toll-free line designed to provide 
career information to rural Missourlans. The service Is available from 1-5 p.m., 
Monday through Friday. 

The career Information provided by the Hotline falls Into five main 
categories: 



Occupational and Career Information 
Job descriptions^ entry requirements, salary ranges, 
related occupations, referrals to other Information 
sources 

Education and Training Information 
Information about, and referrals to, sources of education 
and 1 fning within the state. 

Education F'nanclal Aid Information 

Job Seeking Information 
Resume writing, Job Application Forms, Job Hunt 
Strategies, Networking, Interviewing Skills 

Sources of Local Career Assistance 



The Hotline also functions as a source of Initial contact for Individuals 

wishing to participate In the Career Options Workshops, and as a source of 

continued contact aiJ follow-up for those Individuals who have already partici- 
pated In a workshop. 

The Hotline received a total of 41 caUs during the month of April (80 hours 
of service). Seventy-three percent of the rallers were rural Missourlans, and 
9.7X of the callers were extension agerts or representatives from community 
agencies wanting information for rural clients, indicating the Hotline is 
primarily serving the targeted rural population. Sixtv percent of the calls 
or^'ginated from counties targeted for service by the 1440 project. 

Attached is a breakdown of the demographic data for individuals who called 
the Hotline during April. If a profile we-e to be made of the average farm 
resident seeking career assistance based on the mode in each demographic cate- 
fcry, the individual would most likely be nale, in his forties, and residing in 
the Northwestern part of the state. He would be considering making a career 
change and requesting job seeking information. 
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MCIH DATA REPORT FOR APRIL 

TOTAL CALLS:. 



SOURCE OF CALL: 

A. FARM_3_/_ ^ F. EXTENSION ^ 

B. RURAL CaMMUNITY__f_ G. MEDIA -1 ^ '/,/) L ^ 

C. UPWAM ^ H. nXHPP PrnnAyers"^ coM bitcKl"3 

D. COI^MUNITY SERVICE PROVIDER^ 

E. GUIDANCE COUNSELOR/TEACHER^ 



EXTENSION REkilON: 

REGION \_SL— REGICr; 5 3- 

REGION 2 .3 REGION 6 =_ 

REGION a REGION 7 // 

REGION 4 / REGION 8 £^ 



REGION 9_ 



THE FOLLOWING DATA IS BASED ON CALLS ORIGINATING FROM FARMS, 
RURAI COMMUNITIES, OR URBAN AREAS <A-C ABOVE) 



AGE: SEX: 

TEENS - MALE_ 

•TVFMTTES /7 FEMALF ^j£^ 

THTPTTPS ^ 

FORT I ES /C 
FIFTIES \r 
SIXTlES+_= 



REFERRAL SOURCE: 
MAGAZINE__£_ 



BROCHURE/FLYER_i!l. 

MEWSPAPFP 4^ 

FR I END/FAM I rv ^ 

EXTENSION 



COMMUNITY SERVICE PROVIDER. 

PADIQ 

TV. / 

PRIOR CALL 3 

CAREER OPTIONS WORKSHOP_^ 
OT H EP 3 



WORK STATUS: 



SEEKING OFF- FARM EMPL0YMENT_j5^ STUDENT L 



SEEKING DIFFERENT JOB/CAREER_ 
ENTERING SCHOOL OR TRAINING PROGRAM^ 

LEAVING SCHOOL OR TRAINING PROGRAM 

EMPL(r."2D, NEEDING CAREER INFO__r_ 

HOMEMAKER ENTERING WORK FORCE £_ 

OTHER a. 



LEAVING FARM — 



♦TYPE OF INFORMATION REQUESTED: 



JOB SEARCH ASSISTANCE^ 

CAREER COUNSELING/ASSESSMENT i 

EDUCATION/TRAINING INFORMATION 

FINANCIAL AID ,i 

OCCUPATIONAL INFORMATION J 

COMPANY CONTACTS/PLACEMENT^ 

WORKSHOP INFQPMATIQN P 

SMALL BUSINESS INFORAMTION I 

OTHER I 

*CALLS MAY BE PLACED IN MORE THAN ONE CATEGORY. 
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CAREER OPTIONS 
FOR 
MISSOURI 
FARM FAMILIES 

A UNIVERSITY EXTENSION 
1440 PROJECT 




Sponsored By 
University Extension 

and the 
Career Planning and 
Placement Ce^^ter 
University of Missouri-Columbia 



COMMENTS FROM 
WORKSHOP 
PARTICIPANTS: 



" very beneficial to all in the pro- 
cess of changing careers, especial- 
ly farm families . " 

" ..I became more aware of hovy to 
help myself with a career change." 

" 1 received what I had expected 
plus much, much more A very 
valuable ano rewarding program. 

" I received the feel.ng of self-worth 
and that I'm not alone in these 
stressful times '* 
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YOUR CAREER OPTIONS 

With our changing agricultural 
economy, many people are consider- 
ing new careers This project is design- 
ed to help Missouri farm family 
members evaluate their interests and 
skills and develop their career plans 

INDIVIDUAL CONCERNS: 
Ho IV can / e/afuate pty personal 
resources to d9t9rmln9 'future 
opportunltl99? 

There are few people that have the 
range of skills held by pebple with farm 
backgrounds This weaftti of skills and 
talents also can be used-for careers off 
the farm 

This project can help you identify 
your 

• Transferable Skills 

• Career Interests 

• Work Values 

• Oecision*Making Styles 

• Career Change Process 

> 

How can I find out mora about dlf- 
f9r9nt caraar fMdt? 

Often the specific information you 
need is difficult to find Or you may be 
unsure of what to ask for 
This project can help you find 

• Occupatiottal and Career 

Information 

• Education and Training 

Informatior^ 

• Educational Financial Aid 

Information 



• People for 

Information 
Interviews 

How can / find off-trte-farm 
•mp/oyment? 

Many people have never worked off 
the farm, or outside the home You may 
have an excellent work history, but have 
never filled out a job application 

This project can help you with 

• Job Hunt Strategies 

• Writing Your Resume 

• Completing Job Applications 

• Writing Cover Letters 

• Interviewing for Jobs 

Individual* can obtain asalatanca by: 

1) Participating m an extensive three 
day workshop. 

2) A one-day conference 

3) Individual three-to-five hours coun- 
seling sessions with a career plan* 
ning professional 

4) A toll free (1-800-392-2949) Career 
Information Hotline Available to 

provide callers with career informa- 
tion and referral options 

There is no charge to Missouri farm 
families who participate in this program 
since this project was funded through 
section 1440 of the Farm Sacurit> Act 
of 1985. 
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FOR ADDITIONAL INF0PM/\T:0N 

Contact one of thL- following Univer- 
sity Extension Specialists directly, or 
through your local University Extension 
Center- 
Jean Ward ' Kirksville. MO 
(816) 665-9866 

Ray Davis - Troy, MO 
(314) 528-4613 

Wayne Flanary - Oregon, MO 
(818) 446-3724 

Nancy Flood - Unionvnle, MO 
(816) 947-2705 

Charles Gamble - Farmington, MO 
(314) 756-4539 

Jim Kennel • .<ahoka, MO 
(816) 727-3339 

Or call the Missouri Career 
Information Hotline 
1-800-392-2949 




UNIVERSITY EXTENSION 

An Equal 
Opportunity Insiiiution 
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TESTIMONY OP ROBERT A. YOUMANS 
BEFORE THE HOUSE AGRICULTURE C0MMITTB2 
ON CONSERVATION, CREDIT, AND RURAL DEVELOPMENT 

Mr. Chairman and members of the Subcommittee: 

I am Bob Youmans, a farmer from Purman, South Carolina i 
h^S^toi"' opportunity to sh.re with you a view"f d o.y 

In 1980 the Purman Community had twenty-seven (27) full-Umo 
farmer, and a thriving tractor and implement dealersh d This 
fa'rme?' ?orobabTv 5""! "° ""^ (4) fuJl^iime 

bu's^n^s'f^r'^hJL'yeaJs.''" ^-'^""^'^ has been out of 

This picture of a dying rural town is common all across 
America. In most rural areas, farming is the hub ?hat feeds 
other businesses, with the loss of as many as 1000 far.ners in 
f^^™ f ^''"^ ^^-^io"' problems not on^y wit" 

rSral'Su^slie^s'foUs'' ^"''P^^" most^?Je'r 

<!i-.^ I ^PP^*""* "O"^'' Of you... the members of the United 

^" '^^"^"3 '° i™P"^« the quality o? l!fe of 
rural Americans by encouraging rural development. 

■i^K "«^''f3Pe"tely need to bring opportunities for new lobs and 
our rurl? af^as?''"'"' ""i^'^ce "d capital improvSlentf to 

But many families I know have immediate neads that must 
be met before they can fully utilize these development 

?hr?o»S^f ^""'J ^^l ' ""^ "t-o are so'^Su^dened by 

the load of stress brought or by financial uncertftinty, loss of a 
business or job that they literally do not know wha? ti ^ 

I recently was visiting a neighbor farmer who was distrauoht 

con5«Lt?on'''r"' operating loan. In the m?dd?e of o?? 

f!rm!na^i!^ "t^ wringing his hand cK-iming that his 

!orti of K? ! P^^"^'' "P phone and ordered ?1500 

worth of new blades for his disc harrow. ■ci.-'uu 

<n^<„?5^ ^^"^ °^ behavior? Lets talk about rural 

nr^^if ' """f"'- ""'t ^""^ tr^ir^ed to plant 

produce - more recently, by extension service, how to market and 
develop a financial plan. maritec ana 

Never in the far reaches of their mind or training have 
voc^M^r" of failure, relocations or change If 

possibility of help From 
traditional social service or mental health service. Most if 

the'b^Ist'""' °' °^ '''^ ol 
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This beast called the rural American is so self reliant that 
he has never allowed himself to depend on anyone. But things 
have changed. 

Our small community has seen increases in alcohol and drug 
abuse, spouse and child abuse, divorce and attempted suicide. 
One of the most evident symptoms of the rural stress is the 
withdrawal from the community and church activities. 

Our rural families need help dealing with the stress but 
roost of them are too independent to seek help. 

Because of my frustration over how to get help for my 
neighbors, I joined with other concerned folks to form the Rural 
Family Issue Coalition. This National coalition has four very 
specific goals: 

1. To provide 24 hour phone Crisis Intervention. 

2. To provide aggressive outreach by trained human services 
professionals who will provide immediate, on-site, one-to-one 
assistance for rural families in distress any time or place, and 
to continue assistance until problems are resolved. 

3. To develop local peer support groups. 

4. After immediate crisis resolution, to connect referrals 
to the appropriate traditional helping services, e.g., public 
health, mental healtn, extension, ministerial, and human 
services . 

The Rural Family Issues coalition is patterned after a 
highly successful program developed in Illinois called Stress 
County Style. 

Let me explain why I think this kind of program could help 
in my community or in the thousands of similar communities around 
the country. 

Rural folks find it difficult to seek help locally but will 
frequently share their troubles with a compassionate stranger. 

This is evidenced by the scores of cold calls made by the 
Stress Country Style program without one rejection. These first 
time calls have resulted in a high rate of success in preventing 
suicide, homicide, and other problems tl^at destroy a normal 
family life. 

As I look around my community, I see many needs; but none 
nore urgent than a workable mental health outreach system. 
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I have left you information that details the need for rural 
mental health outreach programs and how our program works. 

I would like to close by expressing by thanks to you for the 
work you are doing to strengthen our rural communities. 

I would also like to thank Chairman De la Garza and his 
staff for introducing HR 2398 a Bill that would provide outreach 
programs and crisis management a*jsistance for farmers and rural 
families. 

My hope is tha , this kind of assistance could be utilized 
and expanded in conjunction with the good work you are doing in 
rural development. 



(Attachment . follows • ) 
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DRAFT COPY 



CONCEPTUALIZATION PAPER 



FOR 



RURAL CRISIS INTERVENTION PROGRAM 



PREPARED BY THE RURAL FAMILY ISSUES COALITION 

REASEARCH COMMITTEE- DR. PETER BEESON 

DR HARRY CECIL 
DR . BILL HEFFERNAN 



FEBRUARY 22, 1987 

Contact person, Jodie P, CJjrk 



316-68^-3983 

2 60 U ■] L r rnCL 

W 1 c h ] I .-J , K n n s n s 6 7 2 0 ft 
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INTRODUCTION 



The "farm crisis", with its attending economic problems and sugg'»jted 
solutions, has become the focus of major public and Sovernmental debates How- 
ever, the debate has tended to narrowlv focus on farm policv While the media 
and the film industry have given the public hints at the human side ot the farm 
crisis, It has all but been ignored in public policy debate Perhaps one of the 
reasons for this is that over ihe past two years there have been Over 36 bills 
introduced at the federal level with "familv farm" in the title This gives Jhe 
illusion that the farm family is being considered These bills, however are 
overwhelmingly economic in nature and do not directlv address the human prob- 
lem"^ faced by rural families The concept developed bv thr Rural Family Issues 
Coalition kZcz 2ppf"^'x a iddresses some nf rhor- f^rm tamily issues 



Beginning about 1972 and continuing through the remainder of the 1970s, 
the demand for US agricultural products roSe sharply By the end of the 
decade, as much as 40% of some agticultural commodities were exported This 
Surge m international demand for agricultural products led to high commodity 
prices, escalating farmland values and increasing farm debt, as farmers borrowed 
mOre capital to increase their output Farmers were encouraged by politicians 
and others to do this The contribution of exported agricultural products in of- 
fsetting the trade deficit created by the increase in world petroleum prices, in 
addition to the humanitarian concern of feeding the people of the world, also 
helped encourage expansion in agr'cu jral produ'rtion 

Today the agricultural sector of the economy which was filled with op- 
timism during the 1970s is facing one of the worst, if not the wOrst, financial 
crises m Its history In late 1979, a series of fiscal and monetary policy chan- 
ges began to be made which had an enormous impact on the economic environ- 
ment in which farmers operate (Boehlje, 1986) Interest rates on operating loans 
nearly doubled m a matter of months Commoditv prices dropped as surpluses 
accumulated 

Land values began rapid deflation \s a consequence, many farmers, especially 
those who began farming or expandea thei.- operations in the 1960s and 1970s, 
found themselves in severe economic difficulty 

It should be noted that not all farmers are facing financial problems 
Government programs have greatly as:£isted some farm families Other families 
are producing commodities such as pork which have continued to be relatively 
profitable The major factor deteimining the financial well-being of farming 
operations, however, is the amount of farm debt Although the mixture of 
commodities produced and managerial skills of the producer are important, the 
debt to asset ratio has become the major predictor of farm survival Total farm 
debt m the United States has increased from $166 billion in 1980 to S2I5 billion 
m J984, an increase of nearly 30% (Reimund et al ,1986) 

A recent report on ihe fmancial chai actenstics of U ^ farms suggests that 
2) 3 % of the farms surveyed had a debt/asset ratio greater than 0 40 (Economic 
Research Service, 1986) This was a 2% increase from a year earlier Econo- 
mists refer to farms with a debt 'o asset ratio of 40 -r greater ai 'highly 
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leveraged" Such farms are financially vulnerable A recent studv m Illinois 
suggests that even with superior management and utiliration of all possible gov- 
ernment programs it is very unlikely that the deteriorating financial condition on 
a 600 acre farm with a debt to asset ratio of greater than 0 40 can be turned 
around 

Almost half (45%) of the farms operated by farmers 54 years or younger 
had debt to asset ratios of 41 or greater A third of the farms operated by 
persons between the age of 35 and 44 had a debt to asset ratio of **1 or 
greater The reason for this of course, is that younger farm families are most 
likely to have begun farming m the late 60s or 70s Even with a generous in- 
heritance, most commercial farm families .nust borrow capital to begin a farming 
operation Thus, younger families were more likely to come into the 1980s vvuh 
a relatively high debt load This is significant because the beginning stage of a 
farming operation is also the stage m the family life cycle in which families still 
have children at home Thus, the social and psychological consequences of the 
farm crisis directly impact youth (Heffeman and Heffeman, 1985) 

The consequences of the financial problems in agriculture extend into the 
rural community A recent report by the US Senate Subcommittee on Inter 
Governmental Relations (1986) traces some of the consequences for the rural 
community The study notes that net farm income declined ro about 25 billion 
dollars m 1984, down 40% frOm the average of the 1970s 

Given the decline m farm income ana the higher interest rates the value 
of farmland nas also declined since 1981 USDA data show that across the 
nation agricultural land values have fallen from S823 per acre in 1982 to S596 
per acre in 1986 In many Midwestern stares rhe decline has been e^en greater 
For example, m Iowa the 1986 land prices ha'-e shown a 68% decline from their 
earlier level 

This decline m income and asset value has major impact on rural com- 
munities The rrport suggests that long term increase or decrease of S64.000 
in net farm income will add to, or cut back on local commercial emplovnent by 
one job" Downtown business property values are also decreasing The study 
suggests a decrf :e by 515 in the downtown property value for each permanent 
Sl.OOO decrease in agricultural income 

With the real value of the agricultural tax base shrinking by 20% or more 
Since 1984, with increased tax delinquency rates of up to 100% or more m some 
areas and with the decline in nonfarm income, employment and property values, 
the impact on the public sector is dramatic At a time when the dema-id for 
many of the social services provided by the local communities is on the increase, 
the base of revenues to support these institutions is on the decline Not only 
can many local communities no longer afford to maintain the level of services 
ihey had m the 19705, but many of ihe states most affec :d arc also less able to 
raise the necessarv revenue at the state level 

Most of these economic facts and figures concerning the ccopomici of ihc 
fa'rn crisis have been diS'~loscd in the public jnd governmental debate on the 
farm crisis in the process considering adjustments rn the Food Secuniv Act of 
1985 or considering alternatives lo the 1985 Ac Regardless of the farm policv 
that IS followed, there are some very immediate human and familv issues that 
must be addressed which have received much less attention Man\ of these 
concerns arc with us today and will continue for manv families regaroless of the 
national farm policy 



(The complete report is held in the committee files.) 
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Mr. Chairman and Members of the Subcommittee, thank you for tbo 
opportunity to testify today, i am Mollie Anderson, Director of 
Job Training of Greater Nebraska. 

The Nebraska Department of Labor, Greater Nebraska Private Industry 
Council and Job Training of Greater Nebraska were pleased to re- 
ceive an appropriation last year of $500,000 for continuation of 
our nationally recoqnited Agriculture-In-Transition Program. The 
appropriation, earmarked in the 1985 Food Security Act, allows us 
to continue operations through September 30, 1987. 

I am here today to ask for your continued support of services 
proven to aid our distressed farming communities in Nebraska. 

Our program serves an 88 county area whose number one industry is 
agriculture. Twenty one percent (21%) of the state's toval em- 
ployment is in ag related sectors, with 40% of manufacturing being 
ag based. The state has 300 towns with populations of 500 or less. 
According to the University of Nebraska, half of these towns are 
in jeopardy of disappearing. Nebraska also has one of the highest 
debt to asset ratios in the nation. 

To begin, let me say that rural America is char^jing drastically. 
Unfortunately, many of the recent changes have had a negative im- 
pact, forcing an immediate reassessment of how the rural economy 
will exist in the rext few years and in the distant future. 
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Because the multitude of problems facing rural America are so 
complex, any programs offered as solutions must have a broad 
spectrum of alternatives to offer. 

To quote Congressman Coleman: "Today's agricultural crisis is far 
more than a farm problem. It is a rural community crisis that 
requires comprehensive solutions beyond the scope of traditional 
agricultural programs which often stop at the farm gate," 

I am here today to support the Rural Development Initiative intro- 
duced to rebuild rural America and restructure the U,S, Department 
of Agriculture to ensure more efficient m&rageroent of rural pro- 
grams. We compliment this group on its' comprehensive design. 

The blueprint to rebuild Rural America demonstrates the solutions 
must be as broad based and as comprehensive as the problems. Any- 
thing less will result in failure, not only for the programs imple- 
mented, but also for the individuals they are designed to help. 

Let me quickly comment on a few of the objectives. 

We support the creation of a Rural Development Administration with- 
in the U.S. Department of Agriculture, and renaming USDA the Depart 
ment of Agriculture and Rural Development. In our opinion, this 
places the appropriate emphasis on the fact that the rural economy 
has changed. No longer is it restricted to ag production, ag re- 
lated business, or business service sector latoeis. It places revi- 
talization and rural development on a par with production ag issues 

2 
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We support block grant programs to provide seed capital for rural 
economic development, tnus encouraging private secto*" investment, 
and to provide funding for rural infrastructure needs, without 
such assistance, rural communities cannot compete with their metro- 
politan neighbors. Rural outmigration, business closures, and an 
increasingly older rural population mean fewer and fewer available 
resources to support revitalization efforts. 

We support the creation of Agriculture Action Centers, providing 
one- 8 top -shops for counseling, informational, and job training 
services for rural Americans. This concept has proven to be most 
effective, as I will address in a moment. 

Lastly, we support the establishment of a Special Assistant to the 
President, acting as an advisor to improve rural development pro- 
grauns. 

As I stated in my introduction, we deliver a program called Agri- 
culture-In-Transition. I would like to use the remainder of my 
testimony to comment on our program design, performance outcomes 
and funding issues. 

The $465,000 directly received for program service from Section 
1440 of the 1985 Food Security Act allows us to serve 360 people 
with an expfted 224 individuals to be placed in unsubsidized 
employment. 

The centerpiece of this program are the six one-stop-shops called 
Ag Action Centers located in Community Colleges across the state. 

3 
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The Colleges were chosen becaure they provide a comfortable, non- 
threatening environment free from the negative "social services" 
stigma. This was essential if ve were to be able to reach the Ag 
workers who traditionally have a strong sense of self reliance. 

We have developed a three pronged strategy to provide a compre- 
hensive solution to this multifaceted problem. 

The first prong in our strategy addresses the distressed farroer/ag 
related worker. We feel our first responsibility is to keep as 
many farmers in farming as possible. The centers allow the person 
to come to their own conclusions about their future in farming. 

The centers provide financial evaluations, farm and ranch manage- 
ment courses, legal and financial counseling to explore alterna- 
tive means of financing, referrals to Social Services agencies and 
to Job Service for off farm employment to supplement farm income. 

The second prong in the strategy addresses the dislocated farmer. 

If the decision is made to leave farming, the program provides 
career assessment, counseling, classroom and "on the job" ti^ining 
and supportive services. 

The program was initially funded by a $1,000,000 Discretionary 
grant from the U.S. Department of Labor, since the program began 
in 1985, over 2,500 individuals have contacted Ag Action Centers 
and our Job Training offices. One thousand three hundred fifty 
three (1,353) individuals enrolled in financial management pro- 
grams, educational workshops and reterral services. 

4 
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Of the 2,500, only 971 people finally decided to leave farming and 
retrain for new opportunities, which means our objective of keeping 
farmers in farming is being met. 

Of the 633 individuals who have completed training, 501 are now in 
new jobs, paying on the average $5.45 per hour, with a placement 
rate of 79%, our programs have proven their value through return 
on investment to the federal and state governments. (See Attachment) 

Each individual placed in a job after retraining generates approx- 
imately I'^OO in state taxes, $1,500 in Federal Taxes, and returns 
to the community through retail sales $8,800. If we consider 500 
individuals employed at $11,000 annually, the return in taxes is 
over $1,000,000 and the retail economy is strengthened by over 
$4,000,000. That's not a bad return on a $1,000,000 investment. 

The third prong in our strategy, and one that is critical to the 
ultimate success of the program, is community services. 

To address the needs of the rural communities, we must be able to 
implement programs to help provide job opportunities to the dislo- 
cated ag workers. These types of programs include marketing 
assistance for small businesses and towns, entrepreneurial training, 
business incubation centers, and technical arsistance for cottage 
industries* 

There will be no need to retrain people if jobs arc not a/ailable. 
Currently we are unable to provide funds for many badly needed 
employment generating activities. 

5 
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The $500,000 9 opropriation to our prograin in 1986 was allocated 
through the 1985 farm bill. Although finally overcome, several 
problems resulted last year because of restrictions in the Act. 

Current legislation mandates that funds allocated be expended 
through the land grant colleges. Dollars could not be allocated 
directly to the Department of Labor or to the service Delivery 
Area. Even though the funds had officially been allocated, we 
were forced to ask the Nebraska Cooperative Extension service to 
manage, evaluate the program and provide a proposal to the U.S. 
Department of Agriculture. 

As you can imagine, the delays were tremendous. The additional 
red tape caused a slow down in Agriculture-In-Transition activi- 
ties and a lull in delivery of services, in addition, the money 
was required to be distribu*-ed through USDA which reduced the 
original appropriation by $20,000. We received $^65,000 for direct 
program services with no funds allotted for administration. The 
loss of $35,000 meant approxiirjdtely 30 individuals would not - 
served. 

I respectful^-y request that if possible, provisions be made to 
allow for a direct grant procedure or contract to alleviate the 
constraints caused by the current legislation. 

Agriculture-In-Transition has provided a resource for our rural 
communities in Nebraska, and we hope that if new l-gislation is 
passed, that our program can continue and also be a model for 
other states to use. 
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Thank you again for this opportunity to testify, and for your 
efforts to develop rural revitalization legislation, it is 
apparent this group recognizes small farms and communities are 
an integral and vital component of America, and that their 
preservation is crucial to our ultimately productive survival. 

(Attachments follow ) 
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REALITY OK THE FARM CRISIS 
WHAT IT MEANS TO NEBRASKA 

1) AGRICULTURE IS NEBRASKA'S f 1 INDUSTRY 

21% of all 3obs are on farms, ranches, and fcod 
related industries. 

40% of all manufacturing jobs are in agricultural 
related industries. 

Farm income impacts personal income four times more 
than the United States average rv.te. 

64 of the 93 counties are highly dependent on farm 
incooe. ThiE figure represents one o^ the highest 
percentages in the United states. 

2) BXTEHT OF CRISIS TO FARMS 

The number of farms in Nebraska has declined 3,4% 

1984 * 59,00n 1935 - 57,000 

Farm bankruptcies are pro3ected to increase by 10 
to 15% 1985 - 282 

1985 {thru Sept) 2i5 1986 (thru Sept) 268 

(24.7% increase) 

Total ag debt has decreased in recent years, but 
asset values have decreased nearly 4 times as fast, 
causing a severe increase m debt-to-asset ratio. 

The average debt to asset ratio of farmers is 39. 6\. 

23% had a ratio between 40 to 69%. 

A ratic over 40% \ndicatcs financial stress. 
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34.9% FmHA loan delinquency rate through June, 1^86 

Calls to the Farm crisxs Hotline have increased 
approximately 10%. Since 1984, there were 1900 
first time callers 

1985 (through Sept) 653 1986 (through Sept) 718 

In a Farm & Finance Survey only 51% felt there was 
adequate emotional counseling available 

3) ECTBirr OF CRISIS BEYOND THE FARM 

B^nk closures continue to be a problem 

1985 - 13 1986 (through 9-10) - 7 

Total ban)cruptcies continue to increase 

?985 - 3,016 1986 - 3,54*) 

Taxable retail sales have dclined each year since 
1981 

In 11 of the 93 counties over 20% of the population 
is impoverished 

10 of the worst 150 hunger counties in the nation 
are located in Kebraska all in rural areas 

AFDC caseload increased 16.2% between 2/83 & 4/86 
(Northcentral had a 62.1% increase) compared to 
Lincoln 4.7% Omaha 9.6% 

Between 1980 & 1985 business openings increased 17.81% 

Business closings increased 123.10% 
Rural areas 9.69% new increase - 158.39% closing increase 
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DECEMBER, 1985 THROUGH FEBRUARY, 1987 
E>ARTI C I FiWT FLOW 



2517 AGRIBUSINESS WORKERS 
DISPLACED OR FINANCIAL DIFFICULTY 
CCOT ACTED AG ACTIOU CENTERS OR GNJTP 



135. INDIVIDUALS 
ENROLLED IN FINANCIAL MANAGEMENT PROGRAMS 
EDUCATIONAL WORKSHOPS & REFERRAL SERVICES 



973 INDIVIDUALS 
RETRAINING FOR NEW CAREERS 




743 INDIVIDUALS 
PARTICIPATING IN AG-IN-TRANSITION 



230 INDIVIDUALS 
PARTICIPATING IN OTHER PROGRAMS 



- I^ETXJRN ON INVESTMENT - 
OF IHE 743 INDIVIDUALS ENROLLED IN AGRICULTURE- IN-TRANSTTION 

110 ARE CURRENTLY ENROLLED 

63 3 HAVE COMPLETED PROGRAM 

501 ARE NOW IN NEW CAPEERS 

79% PLACEMENT RATE 

$1,996 COST PER PLACEMENT 

$5.45 AVERAGE HOURLY WAGE 

$11,336 AVERAGE ANNUAL WAGE 

$1,400 APPROXIMATE FEDERAL TAX PAID 

$800 APPROXIMATE STATE TAX PAID 

$9,136 RETURNED TO ECONl"V FOR GOODS 
AND SERVICES 

(Additional attachments are held in the committee files.) 
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AGR I CULTURE —IN- a*RAN SITI ON 



THREE £>RONGEi:> STRATEGY 



OX STRESSED FARMERS 

FINMICIAL EVALUATION AND COUNSELING 
FAR]{ AND RANCH MANAGEMENT COURSES 
ALTERNATIVE FINANCING INFORMATION 
AT.TERNATIVE FARMING INFORMATION 
LEGAL AND FINANCIAL COUNSELING 
STRESS MANAGEMENT INFORMATION 
MACHINERY CO-OP INFORMATION 
SOCIAL SERVICES REFERRALS 
JOB SERVICE REFERRALS FOR SUPPLEMENTAL EMPLOYMENT 



DI S LOCATE 13 FARMERS 

WORK EXPERIENCE 
CAREER ASSESSMENT 
STRESS COUNSELING 
JOB SEEKING SKILLS 
CLASSROOM TRAINING 
ON-THE-JOB TRAINING 
SUPPORTIVE CERVICES 
SOCIAL SERVICES REFERRALS 



COMMUNITIES IN NEED 

MARKETING ASSISTANCE 
ENTREPRENEURIAL TRAINING 
SMALL BUSINESS WORKSHOPS 
FINANCIAL PACKAGING ADVICE 
BUSINESS INCUBATION CENTERS 
ECONOMIC DEVELOPMENT TRAINING 
EMPLOYMENT GENERATING ACTIVITIES 
TECHNICAL ASSISTANCE FOR COTTAGE INDUSTRIES 
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Testimony Prepared for United 
States House of Representatives 
Agriculture Committee 

My name is Andy Jackson from LaPlata, Missouri, married 
and have three sons. My husband and I have a farming operation 
that has been adversely affected by the current economic 
conditions, r am a ^.artic ^.pant in the Career Options for Missouri 
Farm Families which is a University Extension 1440 Pro:)ect. I am 
presently employed but aj.. looking at career options both in and 
outside our present location. 

I was a participant in a workshop with ten other individuals 
(both men and women) whose lives are in transition due to the 
economic conditions. Four of these people had college degrees in 
an area of agriculture, one had a graduate degree in agriculture 
education and three had two or more years of higher learning. 
Other participants in this project have less formal education 
which indicates that this project is serving a croba-oect ion of 
individuals. v?e are all involved m agriculture production and/ 
or agri-business, are ie^p*>cted community leaders and our lives 
are in transition. 

One participant, a widower and father of three sons, does not 
want to leave his local area as h\3 sons are established in Junior 
High and High School organizations and sports activities. le has 
a B.S. Degree in Dairy Science, had sold his dairy herd a week 
prior to our workshop and is looking dt possibilities for certi- 
fication to teach. 

Another participant had recently quit farming, is divorced 
and has no geographic limitations. He desires to relocate, if 
necessary, and is sirrply exploring options, trying to find employ- 
ment possibilities, and reconstruct a positive self esteem. 
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Other situations of workshop partic\pants are sighted m the 
Kansas City Times article which is enclosed with this testimony. 

We, as a group, shared similar problems, concerns and goals, 
and developed a caring relationship during the three-day workshop. 
TO those suffering from depression and who are struggling with 
transitional legalities, this workshop experience provided the 
opportunity for fresh introspection and objectivMty in the analysis 
of our own abilities; the opportunity to feel assurance that we 
still have skills and capabilities— to re-establish confidence in 
self; the opportunity to step away from the problems for a brief 
time to look clearly at possible dutions. we had the opportunity 
for self analysis through the Strc^g-Campbell Interest Inventory 
and individual career counseling sessions and the opportunity to 
initiate change for ourselves in a positive way. 

University Extension is an established in place "vehicle" to 
meet the needs of the agricultural families in transition. The 
networking that is available through their Career Planning and 
Placement Center is a strong aavantage, particularly for individuals 
that may eventually leave their home area. 

A closing thought that actually comes from John Naisbitfs 
MEGATRENDS: l.V are living in the time of parenthesis, the time 
between eras. It is as though we hav. ^racketed off the present 
from both the past and the future, for we are clinging to the 
known past because we are so fearful of the future. This time ir. 
the parenthesis is a time of change and questioning. Although 
this time between eras is uncertain, if wo can learn to make 
uncertainty our friend, we can actually achieve . than we can 
1. stable times. If we can only get a clear vision of the road 
al edd. 
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And when we have that clear vision, we have a renewed 
resilence and abilities to adapt to our ever changing society. 

Thank you for the opportunity to share my thoughts with you. 

(Attachaents follow;) 
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Yes, there can be life after farming 

Workshops at MU help 
in starting new careers 

By Lynn Byczynsb 

COLUMBIA » Nine finnert — five mca ind four 
womcD — are ittbered in • conference room tt the 
Umvemty of Mtuoun« tradin| itorict about why 
they're iookint for newjdbt. 

There's a husband and wife who Um their (arm in 
1985 and their Western Auto itore a year later. A 
mtddle^afed woman whoae family farm la hangint by a 
thread that one bad crop could sever. A man who saiok 
hu Mvinfi mto a tnicl fami in 198!. only to have the 
deer eat hit apple trees and the locals tura up their WMea 
at his unusual vetetablet. A few othen who don*t want 
to talk. 

Mo3t of thefe people have never written a resume, 
filled out an appUcatioa or |oae throufh an job 
lotervirw Most have nexer wanted, or neettod, to look 
for a job 

But now they're amoac an army of farmers who are 
leaving fannint at the nte of 2,100 a w^ck in the 
Sm displaced, A-1«, CaL 1 




111 f finirtiiliiff 

After loalag money at farming, Kenny Owens (left) of Mound City. Mo^ ia looking at 
new careers. To save money on planting, be shares c^aipmcnt with Lloyd Whitman. 
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A-IO The KktlMi City Times Wednoday. M^y 13. I9»7 



JDisplaced farmers get help 
io prepare for new careers 



CimtiMmtd tnm Pay A-l 

I^United Sutet, Moordmi to ibe 
^Amencaa Baaken AsaociaUofl. In 

* MiMoun, the asiocMitioj't 1 9S6 u*- 
tiitia show, 102 fumen quit each 
week« in lUniat, 61 1 week. 

V They enter a job market with 
^divene skills but burdened by inex- 
'penenoe, lelf-doubts uid lives m 
, tunr J. 

-> **I don't think there's a single 
^oocupatiOD that mvotves u many 
~ akills u farmini does, and it really 
' Covers the waterfront," said Thorn 
Rakes, corrector of the Career 
t Options Project that has brought the 
;raimefi to MU. 

I Those who have come aay they 
are teaming job^ anting lawy and 
laioing confidence in theu- own 
abilities at a tw»<]ay workshop that 
111 free to Missoun farmers. The 
t farmers take aptitude and interest 
tests to steer them m general career 
'.directions. Tliey learn to wnte re- 
'aumes that are then polished by 
counselors and printed. They act 
-out job mterviewB in front of a 
video camera with real corporate 
personnel officers, who later cn- 
^lique the farmers' performances 
1. The program was financed by 
''Congress as an amendment to the 
1985 farm bill, officially called the 
^Food Security Act. Missoun, Iowa 
^•nd Nebraska each received 
^$500,000 — known ta Section 1440 
ftinds — for assistance programs for 
^disi^aoed farmers. 
M The career workshops at MU con- 
Hume $203,000 of Missoun's appro- 
^pnauon. Other programs penmt 

* mental health workers to visit dis- 
^tresied fanners at home and pro- 
^^vide help for young people sutfenng 
!atress because or the agnculture 
^cniis 

.i see so many hanging on* 

» SiDoe the career workshops began 
''in March, about 60 MissoLn fann- 
ers have participated Seven more 
are plunoed through the summer, 
including one each 10 St Joseph and 
; Bethany There's still plenty of 
room m each. 

* lo fact, eorollment has been less 
than expiect^l Missoun Coopc-a* 

^tive ExtensiOD Service specialists, 
pyi/ho are rrsponsible for recruiting 
^panicipants, uy the> are finding 
farmers in the "denial phase " >o 
. whicn they won't face the likel uood 
•eof financial collapse, md even get 
; insulted at the invitation to attend 
vthe workshop 

"Ti.)eyareuyiiig.*Thisu*'Oroe I 



was bom raised here. I don't 
want to a nut I'm going to have to 
leave here uid do something differ- 
ent,' " saic Charles Gamble, an ex- 
tension ser loe specuUist in Farm- 
irifton. Mo. 

Those who have come to Colum- 
bia for the workshop have a differ- 
ent attitude. They m^y oot like it, 
but they have accepted the fact that 
they will soon be working indoors or 
punching a tune clock or answering 
to a supervisor or traduu their 
friendly small towns for an 
anonymous city. If they're lucky. 

"The thing that is amazing to 
me," Rakes said, "u the reiilienoe 
of these people Almost to a person, 
they have been through some amaz- 
ing thmgs." 

Don and Detores Camahan of 
Piedmont, in southeastern Missou- 
n, had fulfiUed a dream by 1981 
They were farming on land they had 
bought 10 1964, and they had just 
bought a Western Auto store in 
town 

In December 1982, the Black Riv- 
er stole their dream A flood left 1 8 
inches of water in their store and 10 
feet of water on their cropland 

They had no flood insurance, and 
the new business couldn't get a 
federal loan to rebuild. The Car- 
nahans hung on but never recovered 
from the financial setbacks 

In November 198S they toct their 
farm. In December 1986 they lost 
the store. 

"I don't have much good to uy 
about fanning," Don Camahan 
said "I don't see any future in it. 
When 40 (percent) to SO oercent of 
the farmers finally die off or go out 
of buiiness, the others may sur- 
vive " 

Both the Camahans have been 
teaching elementary school smoe, 
but they're looking for new jobs 
And although they've lived all their 
lives in Missoun, they're looking to 
the Sun Belt 

"Anytime your dreams go down 
the tubes, you might as well start 
over," Don Camahan uid "I 'ice so 
many hanging on Somebody needs 
to tell them there's a better way " 

Maybe fanning as a hobby 

At age 45, after a lifetime of 
farming, and pro«'^nng at it, Ken- 
ny Oweni has ^ >' lied at Missoun 
Western Sia'e College m St Joseph 
to work on a master's degree m 
psychology He's moving out of 
farming, scaling down from 2,7o0 
acres last year to 1 , 1 00 this year 

"I've come to this 12 to 24 



months ahead of everyone else," 
said Owens, a calm, thoughtful u^n 
who farms near Mound City lo 
northwest Missoun. "You can't 
imagine how much money I lost in 
1 983 and 1 984. Reahty had to come 
to me sooner." 

In 1983, occ of Owens' three 
children was m a car wreck that left 
him paralyzed. That same year, 
drought devutated Owens' crop. 
The next year, a flood took 700 
acres of .«vp'tAnd. 

"I went through a penod of 
depreuiOD a year ago," Owens uid 
"I knew I could not make thinp 
work financially farming. I Kpew 
there was no way I could make 
thinp work." 

Owens started making other 
plans. The Career Options work- 
shop gave him an appreaation for 
all the other skills, financial, super- 
visory and mechamcal, that farmers 
use 

'*rm a dam good mechanic lean 
rebuild the biggest diei^l engme and 
do It well. I have welding skills, 
machining skills. I can dnve a semi. 
Most farmers have a lot of expen- 
ence they can draw on that nukes 
them qualified for a number of jobs. 
Realimg that fact is something 
else." 

Cwsns IS looking toward a career 
in mc^Mstnal psychology, or perhaps 
teach;**: > small coUege after he 
completes his degfte. He doesn't see 
farming in his niture, except per- 
haps u a ^'obby 

"I like lite enough ^ don t plan on 
subjecting myself to this kind of 
depression the rest of my life, I 
don't utre how much I like farm- 
ing," he said. 

'Wrong time in the cycle' 

A few miles away, Stephen 
Wnght IS planting com and soy- 
beans on the 535 acres he rents, a 
little later than he'd like because of 
a delay in financing from the Farm- 
ers Home Administration He 
thinks there's a future m farming. 
He just Uoesn't expect it to mciude 
him 

'Our problem — a lot of people's 
problem in this area — is bad 
timing. We got into farming at the 
wrong time in the cycle," said 
Wnght, 35, who staned his own 
operation in 1 981 "But I don't feel 
we can sit around and wut for the 
change We've gone five bad yeais, 
and things aren't getting any better 
any quicker " 

Like many farmers, Wnght hu 
other jobs, and these days it's the 
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Side jobs that are lupporufig him, 
his wife, Shcn. and their threr 
youni childrro He sells and insuUs 
imiatioo syster^s. does custom har- 
vestinf. and referees hifh school 
baaketball gjunes three or four 
nights I week. 

"*Vm divertified. but everythioi's 
iDa$ncultiire,"Wn|htsaid That's 
what's I bummer for me " 

The best work for many people in 
northwest Missouri, he said, is at 
the new beef packing plant lo Rock 
Port 

can't see myself |Oing to beef 
packers," be said. **I like working 
outside " 

Whatever he does, he'U still have 
a massive debt to FmHA from his 
seven years of farming. 

"I would feel i lot better ibout 
going mto a new venture with a 
clean slate," he uid **But to have i 
clean slate, you have to declare 
bankruptcy, which nobody wanu to 
talk about/' 

For many, it's been unavoidable 
Farm bankruptoes have mcreased 
every year for the last six years m 
Missoun, to 537 last year 

Despite those gnm prospects. 
Wnght laughs easily and talks op- 
timistically 

"I've got my health. I've got my 
kids and my wife." be said. ''I can 
do sometbmg else " 
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May 12, 1987 



Univeralty Mo. Extension Center 
Jean Ward 
Highway P R,5 
Klrkavllle, Mo 63501 

Dear Jean, 

I would like to say "THANK YOU" to you and all the 

people involved with The Career Options for Missouri Farm 

Families Project. It ia a very good program. 

Being directly involved with the farm crisis, I have to 
consider options of possibly getting a job outside of 
f arming . 

I feel that before you can play the game, you have to 
atudy the leaaon. I have never had to play the job hunting 
game and I came home feeling I had a great opportunity to 
study the lesson. 

When I left Columbia, Friday afternoon (May 8), I felt 
that I had attended a helpful workshop ar.c ^.-sd made several 
new friends. 



P.S. If at anytime I could be of any help to any of you, 
feel free to call. 



It was an Enjoyable Experience, 




Leon Brown 

R. 1 Box 72 

Mai t land. Mo . 64466 
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Testimony of 
Larry A. Wern'es 
Director 

Illinois Department of Agriculture 

Mr. ChairtMn and distinguished members of the Subcomittt on Conservation, 
Credit and Rural Development; I wish to thank you for the opportunity to 
appear before you today for the purpose of discussing the reviti lization of 
rural America. My name is Larry Werries, and I am Director of the Illinois 
Departnenc of Agriculture, a capacity in which I have had the hqiiqr of serving 
for nearly six and one-half years. I know you are aware of the radical 
changes which have occured in rural America in the 80s. As a director of a 
state Department of Agriculture and as a farmer, I can tell you your concern 
with this issue is much appreciated. 

Illinois' leading industry is agriculture. Our natural resources base of 
more than 24 million acres of fertile cropland combined with excellent 
climatic conditions translate into levels of production that are the envy of 
the world. Bustling rural coimunities brinning with small businesses and 
agricultural support industries have provided the conerstone for the 
development of past successes in Illinois agriculture. However, a 
tailspinning agricultural industry has left its mark on our rural conrmunities 
and threatens many with destruction if relief does not come soon. 

Thousands of Illinois farmers have left the land each year since rhe early 
1980's. Machinery dealers. ..fertilizer businesses.. .rural banks. ..and 
countless other support industries have closed their doors or consolidated 
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Into regional service units. In sone cases, the net impact on the 
productivity of the agricultural sector has been a leaner, more efficient 
syitem, however, in other areas the changes have handicappec^ producers, making 
it difficult to obtain competitively priced inputs in a timply rt^rtner. 
Although this is not a widespread problem now, it very well could develop into 
one if the decline in rural agricultural support Industries is not reversed. 
As a farmer, it is unsettling to think of facing infrastructure problems even 
distantly approaching the nighmares experienced in the Soviet Union where land 
may lie idle. ..not tilled or planted because a tractor broke down and no spare 
parts are available to mdke repairs, worse yet, the crop couH be potentially 
large, out it might rot in the field before repairs would be maae to 
ill-maintained harvest machines 

We all know suck a scenario is unlikely in the U.S. qivcri existing 
conditions, but I do not know if we can be certain such p'-ob^ems won't develop 
if the decline in rural agricultural support industries proceeds unchecked. 

In addition to the threat cf agi^icultural support decay in rural America, 
the extreme pressures generated fron financial hardship have aiven birth to 
increased social concern. Illinois has taken the initiative to assist in 
banding several special resources together for the purpose of assisting 
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troubled fanners and rural conrnunities during this difficult transition 
period. The Illinois Department of Agriculture has been an active participant 
in the development of this support which includes legal assistance, stress 
counseling and a variety of information channels to facilitate aS^istance 
efforts. Illinois' active role in these efforts have produced programs that 
have been well-utilized. An exanple is in the area of stress counseling where 
more than 2,000 cases were recoroed in the first years of a crisis 
Intervention program funded through the Illinois Department of Agriculture for 
farmers and family members. More than 90 percent of these had not been helped 
by any other form of counseling prior to coming into contact with the worhers 
from the Farm Resources Center who operat* this very important effort. 

Similarily, statewide legal assistance and financial advisory programs 
have been heavily used. It is not surprising to me that state resources have 
proven to be extremely successful in channeling help to the local comnunity 
level. State government'^ tend to have assets and understanding to ensure 
complimentary rather than duplicative programs. 

Recognizing a st.-e's very important role, Governor James Thortpson 
established the Task Force on the Future of Rural Hlinois in March 1986. As 
a result of .=» very hard 14 months of work on the part of the task force. 
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coficerns voiced by citizens in rural Illincis are receiving attention. A 
Rural Fair Share Initiative has been formd, a permanent Rural Affairs Council 
within state government has been established, and countless suggestions 
regarding rural education, job training, and coirmunity developments are being 
heard. 

Having briefly pointeu out the problem and some efforts underway in 
Illinois to address key components of rural decline, let me outline a few 
areas I think worthy of your consideration at the federal level. 

TECHNICAL ASSISTANCE — Host rural conmunities are governed by } -t-t1me or 
volunteer leadership. In either case, it is difficult for them to keep 
abreast of rapidly changing economic influences. Professional guidar-g needs 
to be available to assist in the development of alternate business opportunies 
and uniform cofnnunit> development. Without ^uch guidance, rrtary conmunities 
are likely to self-destruct. 

MODERNIZATION GRANTS — Water and sewer system upgrades are still a problem 
for some. If there is not a way to accomplish reasonable objectives for 
modernization, grants might be appropriate as the funding mechanism. Loan 
guarantees would also serve a useful purpose. I realize, as we approach these 
financially-related issues, budgetary implications >ou may be considering will 
Influence the direction of these programs. 
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COMMUNICATIONS — We are living in an age of information transfer, yet many 
rural systems are antiquated and could not possibly serve the needs of modern 
business. Upgraded systems would serve fanners and small conwunity businesses 
by helping make them more competitive and efficient. 

DIVERSIFICATION — Traditional opportunities need not be totally discarded, 
honwver, strong efforts to seek out additional income through diversification 
into less traditional areas could serve to broaden the foundation of rural 
communities. Knowledge of such potential would need outside influence as the 
catalyst. An example would be efforts on the part of the Illinois Department 
of Agriculture domestic marketing staff to educate farmers as to the potential 
In growing poultry for an area packer in need of expanaed production. State 
officials are in a key position in such efforts in that they have a close 
understanding of the potential markets and are also aw^re . * potential hazards 
to avoid. 

LOCATION INCEMTIVES Certain businesses and industry might be well-served by 
a rural comnunity, yet may find it easier to pursue an urban location to 
narrow risk. Economic incentives could dissolve negative influences for 
business development in rural areas. 
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IN SUMMARY 



Rural coitmunities are uniqup. Though some characteristics may be similar, 
they each have distinctively different personalities which require individual 
attention. Focus at the local level is often very narrow, yet at the federal 
level, it becomes too broad. Rural revitalization is unquestionably an area 
where strong state leadership and direction supported by federal funding is by 
far the most likely to succeed. 

There is not time available to ponder the ramifications of failure to act 
to revive rural connunities across the nation. The support industries which 
have made this country's agriculture the envy of the world, cannot be 
reinstated overnight should they fall out of circulation. The spirit and 
independence of the rural entrepreneur were the driving forces behind the 
founders of this country. That is not easily extinquished, but once it is 
out, it is certainly not easily rekindled. I urge your continued perseverance 
In seeking solutions to this very important challenge of our heartland. T' nk 
you. 
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Testimony of 



Jay R. Hedges 



Director 



Illinois Department of Comnerce and Cofnmunlty Affairs 



Mr. Cnairman and members of the House Subcommittee on Conservation, Credit 
and Rural Development; it is a great pleasure for me to appear before you 
today to discuss rural development. My name is Jay Hedges, I am Director of 
the Illinois Department of Commerce and Comnunlty Affairs. I am pleased that 
the House Subconmittee on Coi)»€rvet'h)n,-Credtt^^d Rora 1 Deve'Jflpment tias" 
chosen to play a leadership role in rural development. This morning, I would 
like to share with you the role of the Illinois Department of Commerce and 
Conmunity Affairs in rural development, information on the nature of rural 
Plinois, and suggestions about how the federal government can help 

The Department of Commerce and Conmunity /'ffairs (DCCA; was established as 
the primary agency to promote conmunity and economic development in Illinois. 
The department serves as the central source of information and assistrnce for 
businesses and local governments in the state. The primary responsibilities 
of the agency are to ensure economic stability, enhance business prosperity, 
and increase employment and employment opportunities. 

Numerous specific programs are beinc used to assist Illinois communities 
to prepare themselves for conmerc^:.! aid industrial development. The 
department runs the large Community Sirvic? Block Grant, the Conmunity 
Development Block Grant and the Job rainiig Partnership Act. With state 
revenues, DCCA provides business financing capital, enployee training, 
government contract procurenent assistance, b' ^ness management assistance, 
and numerous other resources. Our »nency also undertakes tourism promotion, 
operates the Office of Films, and runs the international trade promotion 
efforts in Illinois. 
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Many of DCCAs programs are targeted to assist the state's small business. 
In Illinois small businesses employ about half of the state's workforce, 
contribute 42 percent of sales, and generate 38 percent of the gross state 
product. Small firms are on the cutting edge of innovation, providing 
products, ideas, and opportunities for the future. 

The Department of Cownerce and Cownunity Affairs is also unique in that we 
have developed a statewide marketing network to help firms identify and gain 
access to local, state, and federal economic development programs. Ihis 
network of professional staff and informational resources help to assure the 
success of local economic development projects. 

As a result of DCCAs efforts in FY 86, 42,240 jobs we'^e created or 
retained; over 170 new and expanding manufacturing plants were assisted; and 
numerous business prospect tours were given. 

With respect to economic development assistance, the Department of 
Conrnerce and Connunity Affairs manages severa'i important programs. Our 
financial programs operate in concert with private lending sources and our 
management and technical assistance programs are delivf?red at the local le^el 
by service organizations that are heavily involved in connunity development. 

BUSINESS FINANCE 

Briefly, some of DCCAs programs include: 

The Fixed Rate Financing Loan Program is nationally unique. The fund 
combines the Small Business Administration's 7a loans with low ir.terest state 
funds. The fund provides long-term, fixed-rate financing to Illinois 
companies, creating new employment opportunities for low- to moderate-income 
workers. 
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The Business Innovation Prograw and Equity Investment Fund are equity 
financing programs geared toward the development and coirmerdallzatlon of new 
Ideas and technologies for young companies. 

The state-financed Small Business Development Program which Is a part of 
Build Illinois offers low-Interest dlr'^ct loans for up to 25 R)5r;cent of the 
cost of a business retention or expansion project In cooperation w1U» private 
sector lenders. 

The Large Bus i ness Development Program offers financing to large 
businesses locating In Illinois or for an expansion or retention of an 
existing large Illinois firm. - 

The Cowmjnity Development Assistance Program awards grants to comnwjities- 
through a funded quarterly competitive cycle for development opportunities. 
The coinmjnitles then usually make loans to businesses at reduced interest 
rates or use funds for Infrastructure improvement. 

SMALL BUSINESS MANAGEMENT ASSISTANCE 

The department runs programs offering small business m*. agement counseling 
and training assistance for new and ongoing business owners and a statewide 
technology conmercialization assistance program. 

Small Business Development Centers (SBDCs), eight of which are located 
throughout rural Illinois, hold instructional workshops or provide counseling 
on specific business Issues such as financing, marketing, procurement 
opportunities, production, business organization, etc. Ten of the state's 
SBDCs offer specific self-employment or entrepreneurship training programs. 
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Technology CofW>erciaHzation Centers offer technology research and pr duct 
connercialization analysis, his is availat' through 12 of the state's rajor 
research universities and federal labs, seven of which a. e located in rural 
areaSc 

COMMUNITY DEVELOPMENT 

The Department of Cornnerce and Conwunity Affairs administers significant 
resource progrums designed to assist local governments and communities in 
economic development activities. 

Job Training Services The department administeis job training programs 
in 26 regions which help to cover the employee training costs for busiresses. 

The Illinois Enterprise Zone Program stimulates economic growth and/or 
neighborhood revital ization in 49 areas or zones of the state including 
fifteen in rural cities. Conmercial or industria- firms which locate or 
expand In an enterprise zonp can benefit from property tax abatements, a 
one-half percent investment tax credit, an exemption from the state sales tax, 
a $500 tax credit for new workers hi->*d and other incentives. 

The "Build Illinois" Infrastructure Assistance Program helps DCCA make 
grants or loans for access roads, sewer* utility hook-ups, or other 
Infrastructure which contributes to economic d( ':lopment. 

Tax Increment Financing (TIF) Almost 100 connu, --ties in Illinois usp 
incremental prope-ty and sales taxes to finance the rosts of publicly provided 
project improvements needed to help induce private redevelopment. 
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Industrial Revenue Bonds (IR Bs) — Illinois issued more than $850 million 
in industrial revenue bonds in 1985 to help industrial firms locating and/or 
expanding in the stat. ^ich reduced their interest rate c. borrowed fund' 

The Property Tax Abatement Program allows any taxing district in Illinois 
to make available a property tax abatsment which cin be used t^, help attract 
an Indust-.ial or comnerc al firm -or 4o expand an existing industrial or 
conroeroal operation. 

ILLINOIS RURAL ECONOMY 

Even with all these resources, DCCA is not able to adequately meet the 
needs of our rural citizens. Illinois' rural econorny is in transition, 
causing a need to direct additional financial ard technical assistance into 
the state's rural ereas — like other state* are doing. 
LPt me share with you some facts that dramatize the situation. 

Notwithstanding the fact that Illinois is ^ '^e to the third largest urban 
area in the U.S. {Chu area), Illinois is largely a rural state. Almost 80 
percent of the counties in Illinois are non urban and do not have a 
central city o^ 20,000 population or more within their borders. Almost 50 
percent of the counties in the state have a total population of less than 
;'0,000. 

Industry in rural Illinois consists primarily of agriculture (grain and 
livestock) but also includes mining, manufacturing, and retail industries. 
The agricultural industry in Illinois is a major economic component of thr 
gross state product. 
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Within the agricultural econoiny, grain crops are a major product. Corn 
and soybeans comnand the most acres 1n Illinois. Wheat and oats have been the 
main secondary grain crops in Illinois comprising six percent of farm 
production. A second major part of Illinois' agricultural Industry is 
livestock. The state's pork production Is approximately doub]^„that of 

— cattle. The economic impact of livestock is substantial, representing 30 

percent of total farm cash Income. 

In the last five years, exports of Illinois feed grain products have 
declined. In this same period, Illinois has dropped from second to third in 
value per state of total agricultural exports in our nation. State 
ogricultura! statii>i,ics show deflcU -returns for cost of production for ^rk 
and grain products over tht last few years. In fact, returns on hcg 
production have been negative in six of the last seven years. 

Illinois' rural area poverty is a reflection of the economic distress In 
rural America. In one-half of Illinois' rural counties, more than 12 percent 
of the population have Incomes falling below the poverty level, and two 
counties nave oouble the national average of low-Income with over 24 percent 
of their population falling below the poverty levels. 

Itie unemployment rates are relatively high in Illinois' rural counties. 
Unemployment rates have Increased in rural Illinois. The January 1987 average 
uremployment rate for rural counties In Illinois Is over 14 percent. 

Faririnq, however, is not the only rural industry to be affected. 
En^jloyment in the mining industry declined by over nine percent in the past 
year, and personal Income derived from mining is expected to drop more than 15 
percent. These individuals will also be seeking new ways to support 
themselves and perh?ns new places to live. One-f1f*»- of Illinois' rural 
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counties are dependent on manufacturing as a main source of income. As this 
industrial component, the manufacturing base, shifts production or inproves 
efficiency, more rural jobs are displaced. 

Like other states, the coiTTriun Jtles of rural Illinois have also seen i 
change in the population base. Increased farm productivity 8i[i^Jncreased 
emplojment opportunities in urbanized areas In the last 20 years have led to a 
major shift of population from rural to urban areas. In t*"e past 
quarter-century (since 1960), over 44 percent of the farm population left 
their farms and moved to other areas. In the last five years, larger numbers 
of Individuals are moving back to rural areai. even though they work in an 
urban center. 

The shift of rural citizens is creating more regionalized conmunities. 
More and more of the personal services, retail industries and interstate 
transportation facilities are disbursed throughout a multi-county region. In 
many cases rural residents must travel many miles to receive needed medical 
attention, purchase the products they desire or connect with both air and 
ground transportation. 

While there are rural problems, there is also a good deal of rural 
stabilization and strength. The positive mental attitude of rural Individuals 
Is promoting an increased willingness to do what is necessary to help change 
the economic conditions of rural Illinois. Economic changes are evidenced by 
an increasing number of auto suppliers bringing new employment opportunities 
to rural areas. Value added agricultural processing facilities are providing 
new uses for Illinois crops and stabilizing production costs which presents an 
encouraging future. 
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ILLINOIS RURAL ASSISTANCE EFFORT: 



Illinois has not been unconcerned with the needs of our rural areas. In 
the last several years, more and more specific s ^'^e being taken to 
preserve the special character of Illinois* r' al areas. 

Illinois, in its efforts to assist ru-al areas ind cofflb^^„the problems 
wtilch these areas face, has developed a wide range of responses. 
RURAL REVITALIZATION EFFORT 

In 1985, Illinois created the Farmer Service Felivery System to address 
soffle of the specific needs of rural communities. This cffvrt served to 
redouble existi.ig state resources and specifically target state services to 
rural areas. Components of the service delivery system initiative ^clude: 

The Agricultural Family Assistance Program , which assists farmers 
experiencing a stressful situation (such as family unemployment, legal 
problems, financial crises, farm foreclosures, etc.) by directing them to 
those who deliver the appropriate services. Through the nine state regions 
desigiated by the University of Illinois, Agriculture Extension agents and 
Home Economics Extension agents identify farmers in stress situations and 
refer them to a program that co»jld help them. 

The Illinois Farm Legal Assistance Foundation , which assists Illinois 
farmers in acquiring legal help. Farmers in need of legal assistance receive 
one hou** of a participating attorney's time free of charge and pay only $5 per 
hour for the next six hour^ of legal work. Terms for legal services beyond 
the initial seven hours 01 be arranged between the farmer and his or her 
lawyer. To qualify for the program, an Illinois farmer must derive at least 
60 percent of his or her income from farming and must have a debt to asset 
ratio of more than 50 percent. 
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The Rural Route Program advises Umcrs^-^o have financial problems in 
relation to their fanning operation. Ag advisors make individual visits to 
farm families and can help prepare family living budgets, production budgets 
and break-even analyses to map out a strategy to remain solvent. 

A Fan* Resource Center is a stress aid center for the farip^population. 
Outreach counselors located in each of the nine A9 regions are experts in 
stress counseling, and handle all referrals either by giving direct service or 
by helping the client get needed service through a local mental health center. 

The Dislocated Farmer Service Center is operated through ten cownunity 
colleges in Illinois; this program delivers employment training or re-tra1nino 
to dislocated workers. Farmers who are foreclosing their operation or those 
who have been out of farming for a long period of time and have not found 
suitable employment could be eligible for these services. 
TASK FORCE ON THE FUTUk." OF RURAL ILLINOIS 

On March 20, 1956, Governor Thompson announced the formation of the TasI; 
For e on the Future of Rural Illinois. Led by Lieutenant Governor Ryan, tne 
Rural Task Force menters held 22 public hcaringi and ^i si tec. Kirn than 115 
cities to listen to the concerns, views, and problems of small town citizens. 
Major recownendations of the Task Force include: 

Maintain the Rural Emphasis . This has l3d to the creation of the Rural 
Fair Share Initiative, a permanent Ru'-al Affairs Council wUhin state 
government, and the Illinois Institute for Rural Affairs. 

Bolster the Rural Economy . The Task Force has urged the state to expand 
its exporting efforts; help increase value added processing; continue to 
address ru>'al infrastructure problems; and promote rural tourism opportunities. 
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strengthen Local Government , The Task Force urged the General Assenfcly to 
eliminate the practice of passlni^ state mandates without presiding fur 
appropriate financing. In addition, the Task For^e reconwended that the 
continued reliance on local property taxes as the primary source of financing 
local schools shoulo be reduced. And finally, the Department Conwerce and 
Conrwnlty M.'fafrs was encourago<J- to 1ie>p local leaders develop the ability to 
best handle their resporslbllltles, which are growing more complex. 

Improve Education and Human Resources . The Task Force found a need for 
creative approaches by rural schools to liprove their quality of education -« 
for example, through teacher and program sharing. The Task Force also 
recoimends that state health and social service agencies Inprove their 
services, possibly by Increasing outreach and home care services. Finally, 
the Task Force called upon rural health care systems to form cooperative 
ventures to bring down costs. Improve quality, and ensure timely services. 



Using Innovative programs designed for farmers and rural residents, the 
federal government should direct new financing Into the rural areas of each 
state. Financing Is a critical component of economic development and 
diversification for rural areas. In addition to the federal funds, private 
Investments must also be leveraged and directed to ru.'^l areas. 

The federal government should join state and local efforts to encourage 
capital Investment In rurci America. For example, banking regulations often 
create barriers to the flow of capital to the opportunities available In rural 
areas. Bank regulators have to classify risky loans In order to protect 
depositors, but Inadvertently this makes It expensive for banks to lend to 
smaller and newer enterprises and to continue Investments In farm production. 



INVESTMENTS NFEDED IN RURAL AREAS 
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The Glass-Steagall Act requires that banks cannot make equity Investments, 
Mhlch denies smdll firms a stable source of funds. The result is that banks 
are not encouraged to actively seek new customers and because of the small 
return on agricultural investments and the low Individual loan limits of rural 
bank$, many private lenders 4r« r«?«ctant to Invest In rural Aqyri ca* 
NONPROFIT NATIONAL CORPORA.'IOKS 

I wuld encourage you to look for innovative ways to provide financing 
assistance to rural Amp'^ica. For e/ample, Congress established the new 
USDA/FmHA Financing Program {Nonprofit National Corporations Loan and Grant 
program), which will provide up to %Z0 million of guarantee authority and 
$14.5 wiMlon of technical and grant isclstsr.ce tc rural torlc^ f .r 
development purposes. I am pleased thdt Illinois has been chosen to 
participate in this new program. For this program to be successful, some 
administrative flexibility is needed. Interest rates should be similar to 
those allowed by the SBA Guaranteed Lean programs. Also it would be 
preferable if the federal guarantee would cover 85 percent of the loan and not 
the 80 percent. Increased flexibility over the form of the guaranteed bank 
note is needed because of Illinois' six separate state banking regions. 
Finally, as Illinois begins to qualify projects for financing, state and 
federal government must be sensitive to the timing needs of each project. 
Illinois normally processes its state companion loan applications in four 
weeks, and would hope a similar time frame Is csef^ by the Famsrs Home 
Admirlstratlon (FsflHA) for it? informadonai review. 

It is important that federal «ssistapce be fltxible — loan guarantees, 
direct loans, qrants or other forms of financing are needed and should be 
nandged Dy the state pnd local governments to ensure maximum effectiveness. 
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Illinois' Nonprofit Nat onal Finance Corporations Loan and Grant Program 
efforts, for example, will be targeted for rural development improving 
business, industry, and emplo>ment in rural areas These strateg.es include 
stimul?ting private financing of small businesses or self-employed o^^erations; 
financing traditional manufacturing and industry which are to^^ located In 
rural areas and promoting agricultural diversification or value added 
processing of Illinois' agricultural products. These targeted investment 
activities are consistent with the national purpose of the Nonprofit National 
Finance Corporation prograr and also meet the State cf Illinois' needs. 

State and federal funds at needed to finance revolving loan funds for 
displaced farm workers seeking to develop their own small business or trade in 
order to make a living. Financing new small firms in rural ?rea3 provides 
displaced farmers an opportunity to use their technical skills in a new 
business pursuit. These businesses can sometimes be operated out of the home 
and often require financing under $25,000 in order to become capitalized. The 
most appropriate type of financing for sjch firms is from a revolving loan 
fjRd, financed in Dart by Farmers Home Administration funds and by state funds. 

Additional financing for more traditional business and industrial 
expansions in rur, 1 areas would offer job opportunities to displaced farmers 
and supplement the agricultural sources of rural family income. Financing in 
the form of FmHA guarantees, direct state loans, and private assistajr-e should 
be available based on the particular financing gap experienced by the firm. 

Adding new value to farm products is an additional method to promote rural 
development. This st'^ategy fur^Yer serves to diversify rural economies from 
sources other than cash grain, e.g., corn or soybeans. Example of these types 
of concerns might include conwercial dnd value added agri-businesses, such is 
alfalfa processing, ethanol production, egg breaking, meat orocessing, etc. 
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TECHNICAL ASSISTANCE NEEDS 

The federal government can also assist states in providing the inuch needed 
management and technical assistance to rural individuals and cornnun ities. 
Funds are needed to train connunity leaders in rural area< — to help them 
carry out their many important responsibilities. Rural coimniTjiljty officials 
are often part-time and lacK the time to develop the needed expertise. There 
is a need to understand complex federzl regulations and standards; handle the 
problems associated wUh a dispersed cownunity; and unf^Tiilwrity with today's 
more sophisticated economic development f-'nancing programs. 

The missing link in many rural development projects is more and better 
technical assistance. Large conwuniL.es have available resources to contract 
with firms or hire staff for such assistance. The smaller <fural coffwunity, 
however, needs a no- or low-cost source of staff or expertise which can 
identify programs, regjlations and procedures which are essential to the 
corrounity's development efforts. Federal support is needed for this technical 
assistance and can be provided through state development agencies Technical 
assistance directed to conwunities must include -- identification of 
alternative agricultural and rural enterprise production options, feasibility 
studies, market-based studies, engineering reviews, production analyses, 
suggestions for alternative non-production land uses, business management 
counseling and training programs, and entrepreneurial or self-employment 
training and simi efforts. 

CON XUSION 

The De.jartment of Comierce and Cormunity Affa rs will continue its efforts 
to increase economic and employment opportunities. 
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Using the proven strategies of a stable tax climate, business loans and 
technical support, and access to other types of financing, DCCA Improves the 
growth opportunities .or Illinois firms. This Is an Inportant part of 
revitalizing the economic base of all areas of the state. 

Assistance, bot^ financial and techftk:al, 4s essential to^^fke-development 
of rural areas. The key factor, however, that will tie ti.e resources together 
is a working partnership between the federal, state and local governn»ents and 
the private sector. Only through a joint effort can the revitaliZJition of 
ruri) areas become a reality. 

I commend you for holding these hearings and thank you for the opportunity 
to speak. 
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Testimony of Jim Hail 

Governor's Office 
State of Tenn'^ >see 

I would like to begin by summarizing some of the findings from « recent study 
prepared by Tennessee's Advisory Commission on Intergovernmental Relations 

o Tennessee's un<.mployt.ent rate has been consistently higher than the U.S. 
since 19^9. 

o Rural areas experience higher unemployment and greater instability in 
unemployment rates than urban areas. 

o Nearly one-third of Tennessee's counties fire historically and persistently 
poor . 

o There is a strong relationship between income and level of educational 

attainment; only 39 percent of the adult population of the poorest counties 
finished high school compared to 58 percent of the richest counties. 

o Poor counties are mostly rural 

o Metro ;>reas have higher incomes, his/her levels of educational 2♦■^ainmenL; 
higher growth rates: in population, sales tax collections, and per capita 
incomes, lower unemployment, and rank higher overall in both the growth 
index and economic health index. 

o Non-metro areas have 34 percent o" their work t-yrces empjoyed in 

manufacturing compared to 20 percent for metro a,.eau, therefore^ the recent 
losses in manufacturing jobs have had a greater impact on non-tnetro (and 
hence, poorer) areas. 
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The problems that Tennessee has arc increased by the disparify between the 
urban and rural areas of the state. The major cities are close to or above the 
national average in per capita income. The latest statistics produced by the 
U. S. Bureau of Economic Analysis show that only two counties had a per capita 
Income above the national average. Both of these counties are in th^ Nashville 
metropolitan area When the state's metropolitan areas are taken as a whole, they 
had a per capita income 78% of the national average. This is in sharp contrast to 
the oUl for nonmetropolitan areas. Additionally, seven rural counties had a per 
capita income less than half the national average, while another 3^ countries had 
per capita Incomes between half and two-thirds the national average. 

AccorUng to a study by the U S. Department of Agriculture, Tennessee has 27 
counties that are classified as areas with "still persistently low-income"(SPLI) . 
About two-thirds of these counties are located in the Appalachian region of middle 
and east Tennessee and are concentrated along the Kentucky border; the remainder 
are in west Tennessee. 

There is a close relationship between the urban/rural nature of a county and 
the income level. The greater the percentage of a county's population that Is 
rural, the lower the per capita income. This tendency holds true for the SPLI 
counties- all 27 counties have ar least half their respective populations classified 
as rural; 15 of the 27 counties are as 100 percent rural. 

One indication of the dilemnia faced by these low income counties Is revealed 
by a comparison of the relative income level with educational attainment. A 
recent study has shown that 15 of the lowest income counties also have the lowest 
educational attainment. In addition to the relationship between education and 
Income, ^here is also a strong relationship between education and unemployment, 
the higher the unemployment rate, the lower the educational 'evel. 
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Other signs of the disparity between the urban and rural areas of the state 
are the level of unemployiaent and the employment growth patterns. The nonmetropoli- 
tan area UnemployTnent rates have been consistently higher than metropolitan rates 
since 1973. In 1985, the metropolitan areas had an annual average unemployment 
rate of 6.3S, vhile the nonmetropolitan areas' unemployment rate was IKAt. 

A slowing down of employment growth occurred before the 1980 recession and 
may be related to the exportation of manufacturing Jobs and the chronic problems 
of American agriculture. The post-war growth of manufacturing (particularly 
non-durable manufacturing) in rural Tennessee probably sustained small family 
farming by providing alternative and supplementary iployment for fa^m families 
The simultaneous decline of manufacturing and fanning has contributed significantly 
to higher levels of employment in many rural areas. Moreover, persons whose job 
skills are limited to farming and traditional manufacturing will experience 
limited reemployment opportunities except in low wage service jobs. 

Current growth patterns are increasing thf disparity between urban and rural 
areas. Employment in urban areas increased from 1980 to 1985 and 2.82 in 

rural a^'eas. During this time period, most of the counties in Tennessee that 
experienced ranid employment growth were in middle and east Tennessee. The 
largest concentration of low employment growth counties were west of the Nashville 
metropolitan area. Most of the counties that experienced employment losses also 
experienced losses in manufacturing employment. The concentration of job losses 
in manufacturing that occu'-red in the rural counties of upper west Tennessee were 
primarily in the nondurable goods industries, those hit by foreign competition. 

In manufacturing, jobs reached an all-time high in 1979 then declined drasti- 
cally and have not returned to the 1979 level. Altuough there was a short-term 
upward trend in 1983, jobs decreased again during 1984. As a result of recent 
slow employment growt i trends, 52 Tennessee counties (47 in nonmetro areas) had 
greater than lOX unemployment in 1985, compared to a national average of 1 .11 and 
a state average of 8.02. 
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Because of the lack of employment opportunities in rural areas many people 
are forced to move to urban areas or commute long distances for wo^v without 
sufficient employment opportunities in our state's rural areas, many of the 
communities in tneses areas will not be able to survive. 

To correct th-se long term problems a new approach to economic development is 
needed in Tennessee, especially in rural areas where unemployment has remained 
high and income low. Little thought has been given to what type of infrastructure 
would best suit a small community. Even less consideration has been given to what 
type of industry should be recruited or business development assistance provided. 
Expensive investments have been made for water and sewer lines, rail spurs, access 
roads and industrial spec buildings and property, only to recruit companies that 
produce non-durable manufactured goods. The result has been apparel and textile 
industries dominating Tennessee's rural economy. Now, widespread plant closings 
have left many communities with few Jobs, low skill levels among workers, and 
little hope. 

To solve these problems, a cooperative effort between the state and federal 
governments will be needed. In Tennessee, we havfe devex-ped several programs thai 
we feel will aid in the economic development of the state. First, we have initiated 
a venture capital program to assist in the start-up of new industries. Second, we 
have Im, lemented a better schools program to improve teacher pay and increase the 
quality of elementary and secondary education. Third, we have started a massive 
road improvement and construction program that will improve access to the rural 
areas of the state Fourth, we will be implementing a housing program to make it 
possible for low income families to have access to decent housing. Fifth, we will 
be implementing an indigent care program to insure that low income persons will 
not be denied access to the health care iyftem. Sixth, we will be preparing a 95 
county job plan to coordinate all of the state's development programs and to serve 
as a guide for the fonjpilatlon of economic policy. 
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One of the oost important parts of our economic development initiatives will 
be • series of cabinet meetings that our Governor will be holding across the 
atate. The purpose of these neetings will be t^ learn what Tennesseans are 
concerned about and focus our state programs to address those concerns. 

From the federal level we would like to see support for rural development in 
the form of programs to assist the small businesses. One area where assistance is 
needed is in the financing of new btisinesses operating expenditures. A program 
that would provide support during the crucial startup period would insure that 
more small businesses surv.'ve and conti.iue to provide ouch needed employment in 
rural areas. 

"^0 sunanarize, the primary problem that we face in iv-nessee is one of uneven 
economic growth across the state. The challenge we face ii to manage growth In 
areas that are doing well and stimulate growth in the areas that are not. 



i^ .3-.6 0 - 88 -7 



190 



stKramt » alicemw wohlbruck, cn behalf or the natiokal assxiation of c«vELOPMmr 

ORGANIZAT70I6 (NATO), BEIX}RE THE SUBOCWITTEE ON CONSERVATION, CREDIT, AND RURAL 
DEVELOPMENT OF THE COtHTTEE ON AGRICULTURE, UNITED STATES HOUSE OF REPRESBNTATIVES, 
MAY 19, 1987 



Mr. Qainnan, members cf the Subcommttee on Conservation, Credit, and Rural 
Developnent I m Aliceann Wohlbruck, Executive Director of the National Association of 
Developnent Organizations (NADO) . 

I wciuld like to thank you Mr. Chairman and the ranking minority roenijer Mr. 
Colanan for invitir^ NADO to be represented at these hearings today. Our moiters are 
aware of your leadership in gaining better understanding of the needs and problens 
faced by rural connunities. We are grateful for the opportunity to catmeit on the 
problans facing rural connunities and the rural development legislation pending before 
the Subcannittee. We offer our association's assistance as you refine the bills and 
gain passage of them. 



NADO was founded in 1967 by a grovp of economic developnent disti.cts to 
encourage the creation and retention of jobs in rural and small metropolium areas. 
Today our roatiiers are rwlti-oounty planning and developnent organizations and other 
sUte and local agencies which help local goverrroenta and the private sector work 
together on business, comrunity, econcmic and rural developnent programs. With a 
anall Washington staff and a strong grassroots network NADO carries out a nunber of 
infonnation, training and servic? functions. 

flinong our maiters are the Southwest Tennessee Developnent District whose 
Executive Director George Boyd serves on the NADO Board and the Green Hills Regional 
Planning Oonmission whose Executive Director Michael Johns serves as NADO Secretary. 



For thousands of caimunities, developnent district staffs provide the only 
professional assistance to governments, businesses and citizens in the field of 
econonic developnmt. By working cooperatively through developnent districts, local 
governmetits «d the private sector can maintain and create :)obs with a minimvm of 
control from Washir^ton and maxunon local participation. Developnent districts have 
become an »sential part of the "institutional infrastructure" in nuch of rural 
America. 

For anall metropoli* and rural coranunities, the Farmers Home Acininistration 
(EtnHA) non-farm programs, Ecuncmic Developnent Adninistration (EDA) , Appalachian 
Regional Commission (ARC), and Snail Business Acininistration {S»A) are the federal 
developnent programs which have been of the greatest value. 



NATIONAL ASSOCIATION OF CCVELOPMPJT ORGANIZATIONS 



DEVELOPTian' DISTRICTS 
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BOONOMIC CCNDITIONS VARY WIDELY 



^ftDO'« tneonbers serve rural and anall metropolitan areas across the country. 
In the areaa wher« our merabers work, they are concerned about the econonic well-being 
o:»a subetaet region rather than a single jurisdiction, if a rural (or urban) area's 
econouy is depressed and its resources are under- utilized, the entire country should 
be concerned and efforts *ould be made to help people to iirprove tneir situation. 
Over the past 20 years the professional staff of regional organizations has helped 
local people to create 3ob« by making public investme ,ts which aicourage private 
investment. ^ 



DISTRICTS PROVIDE ASSISTANCE TO SWX BUSINESS TORQUOi S8A PRCCAMS 

One example of how districts serve as a developnnent resource is our 
involvanent in the SBA Section 503/504 program. Approximately half of the anall 
Business Wninistration's Section 503/504 Certified Developtiait Ccrpi.nes were 
establishti on a regional basis by development districts. By using the 503/504 
program, many anall businesses have been able to obtain guaranteed loans for fixed 
asset financing in combination with private funding. Without the institutional 
infrastructure established by EDA, certified developnent company financing would not 
be available in anall metropolitan and rural areas. 



I would like the aibcotrmittee to consider the particular problems v*iich 
continue to be faced by many rural areas and anall cities. 

The general economic recovery of the past several years has bypassed many 
rural areas. In each region of the country, the metropolitan areas are outperforming 
the rural areas. Preliminary results of a survey done by the Appalachian Regional 
Carmission on the economic conditions of -11 of the ation's counties fran 1970 to the 
mid-1980's *ow that a two- tier economy is developing. Their study *ows that the 
econanies of a large nunber of counties extending fran Canada to the Gulf of Mexico 
are performing poorly. The urban areas of the East and West and gone areas in the 
South are enjoying economic prosperity, but rural ar(3as in the sarw regions are not 
faring as well. 

Seme of the findings in the udy include: 

* It 18 evident that the benefits of the recovery and prosperity in the United 
States are not being alloyed to the same extent in all areas of the country. 
Sane regions are clearly endowed with a higher nunber of better-performing 
counties than are other regions. 

* In each region of the country, the metropolitan areas are outperforming the 
rural areas. The decade of the seventies saw a short-lived surge in growth in 
rjrai counties and anall towns, v*ich was a reversal of the farm-to-city 
movanent that started at the beginning of the century. By 1980 the trend 
reversed and outmigration from rural areas was again the norm. 

* The effect of the decline in manufv^turing employment in the U.S. is 
markedly evident. Areas that depended on traditional maruf actur ing have been 
shaken by tlie d-nnd'.ing relative role of manufacturing as an anployer in the 
U.S. econany. 



RURAL BCOMOMIC DEPRESSION 
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• Tho»e areas that are still heavily dependent on textiles, apparel, shoes and 
wood products as a source of manufact Jring growth are losing out. 

In addition to tJie proolona identified in the ABC study, there are serious 
problow in many of th» extractive industries surti as mining, timber and fishing which 
are located in rural areas. Except foL precious and strategic minerals, the mining 
industries througho-Jt the country are having major problems. In t he timber industry 
oi^loyment has been lost because of mechanization and uiport conpetition. 

The growth of the service economy is also bad news for rural areas. Both 
business Old personal services depend on large nunbers of businesses and people as 
cur toners. Professional service providers depend on state-of-the art connunications 
an) good transportation. One of the results of deregulation for rural areas is the 
lOBS of airline service and inadequate systems for high- technology trananission by 
rural telephone companies. 

Experts say that there is a rural economic crisis in all but 20 to 25 percent 
of noanstropolitan co\mties. Rural areas that are piospering include resort and 
retirement areas that are enjoying an inflow of privatfc and government pension and 
Social Security money. 

Rec«itly the nrfJi have reported a renewed optiirism in the Farm Belt because 
of rising comodity prices, more farmland being sold anJ an apparent plateau in farm 
dAt. Howev«:, tt» »toll Street Journal in a May 11 article headlined "Farm Optimism 
Rises, but woes Persist* pointed out that the i»ob]c<nB are not cjver: 

But the recovery is largely a governmer*- funded mirage. Farmland prices m 
most regions are still sliding, and tne nation's larges* farm lenders are 
still holding foreclosed acreage the size of Hawaii off the market for fear of 
worsening the akid. Far.n failures in parts of the Midwest are still running 
at 2.7%, down only slightly f ran the disri^tive rates of the past two years. 
AnJ perhaps most ii^xirtant, government farm spending, projected at nearly $26 
billion this year, is holding steady at levels far off the historical charts. 



m believe that the federal goverrment has a responsiblity to encourage, m 
fact to foster, econcraic developnaent and econanic diversification in rural and urban 
areas. Not all oaimunities are equally endowed with economic resources and the 
effects of broad macro-economic policies do not fall evenly across the land. Many big 
cities anS major metropolitan areas are now experiencing an urban revival thanks in 
part to federal investmenU through programs like the Caimunity E)evelopnent Block 
Grant and Urban Developnent Action Grant programs. 

For anall metropolitan and rural ccmnunities EDA is the federal developnerit 
program that has been of the greatest value because of the types of assistance that it 
makes available for planning, technical assistance, public works and revolving loan 
funds. We are pleased to flee similar types of assistance would be made available 
through the Department of Agriculture under Mr. Jones anr" Mr. Coleman's bi^ls. 



TOE NEED FOR FEDERAL INVESTWEOTS IN DEVELOttCNT IN RURAL WTOICft 
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Ttie federal funds which are provided by H)a, are mvestaents returning tax 
revenuM, not one-shot expenditures. EDA dollara help rural areas create :oba, 
unprofve incones and leverage private sector funds. We are pleased that EDA, although 
imich reduced m ths past seven years, is now focusing more of their remaining furrfs in 
rural areas. However, it is clear to m that ntich more than the current $200 million 
in the total EDA budget will be required to halt the economic deterioration in m?ny of 
our nation's rural ccraninties. 



Federal grant and loan progrons of considerable concern to NADO manbers were 
cut by 61 percent from 198^ to 1987. Ttie Reagan administration's fisr^al 1988 budgev 
would bting the reduction since 1980 to 67.5 percent. Nearly one-third of the 
reduction fran 1980 to 1987 was the teminatioo of General Revenue Sharing, but the 
rest of the cut was spread aoong many analler programs. HhB fact is that the 
AAninistration and the congress have eliminated sane programs and severely curtailed 
others, including cda, AfC and FtaHA. Attached to this testimony is a chart showing 
the dramatic decline m funding for rural developnent prograra since 1980. Ttie 1988 
coiunn shows i4iat has been requested by Presi'iaic Reagan for the coming fiscal year. 



A NADO staff examination of the flow of federal funds to localities for 
infrastructure- related purposes reveals the importance of Economic Developnmt 
Adninistration (EDA) Appalachian Ftegional Connission (ARC), and Fanners Hone 
Acininistration (EtaHA) nonfarm programs to rural Mnerica. In the wake of the 
termination of General Revenue Sharing, lural cairounities are facing continuij^g 
threats to federal aid for infrastructure- related furctions important to their 
econonic futures. Sane would-be federal budget cutters and policy arbiters would 
eliminate EDA, ARC, and RuHA nonfam. rural developnent programs and reduce bot 
CoTinunity Developnent Block Grants (CDBG) and Environmental Protection Agency JPA) 
wastewater programs, in the absence of EDA, ARC, ani EtaHA prograns, CDPl and EPA 
wastewater grants would be the only federal funding sources for important 
infrastructure projects. 

An analysis of the total of both COBG (entitlement and nonentitleroent) and EPA 
(Construction Granfc. for wastewater Treatinent Works, 205 (j) Water Quality Man^anent 
Grants, 205(g) Construction Management Assistance Grants, and State and Interstate 
Mate.. Pollution Control Program Grants) funding allotments shows that 13 states (New 
York, California, Illinois, Pennsylvania, Ohio, Texas, Florida, ftossachusetts. New 
Jeraey, Michigan, Indiana, Maryland, Missouri plus Puerto Pico) got 65.1 percent of 
the fisc;^! 1986 funds. The other 38 states got less than two percent, for a total of 
34.7 percent. More significantly, 21 states got less than orv* percent each, for a 
total of only 10.2 percent. For this latter groip of predaninantly rural states, 
funds fran E», ARC, and RnHA are very important. Relatively small grants and loans 
from these three sources loom larger .n the context of limited amounts from CXBG and 
EPA. 



FEDERAL CEVELOPMBn' PROGRAMS FOR RURAL AREAS DRASTICALLY REDUCED 



EDA, ABC, AtO EMHA PROGRAMS >RE M0S7 IMPORTMfT TO RURAL AMERICA 
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Below the statewide level, FDA, ARC, and RaHA >«e particularly inportant to 
distressed rural areas. In tne aggregate, over 70 perc«?nt of the CMC funding and 
perhaps 75 percent of the EPA money goes to metropolitan cities and oointies. On a 
8t^te-by-8tat^ basis, the small cities' share of COBC funda is as little as eight 
percent, m more rural state* the percentage of funds going to nonroetropolitan 
comunities may be high but ihe dollar iWtoiMit is relatively atiall. Several states 
received less than $1,5 million in nonentitlement CDBG furds in 1986. 



TTO NHED gpR IMPLPCNTATION Of EXISTIMG RURAL DEVELOPWEyT LBCISLATIQN 

behalf of lADO merabers who daily face the problems of helping local 
govenroenu and businesses survive at the grassroots level, I thank you I*. Jones aid 
Mr. Colanan for introducing bills desig<iad to provide a conptehensive fremework for 
rural developsient within the Department of Agriculture. 

This hearing and the bills introduced by the canoittee inciters offer an 
excellent 0H>ortunity and focus for reexwiining and refining e -.ing statutory 
authorities. For exoiple, there already is a requirement that al areas be given 
first priority in the location of new federal offices and CaciJ. as. This has been 
on the books since enactment of the Agriculture Act of 1970 with little real effect. 
Perhaps there should be sooe refinaoert to make the requirement effective. Maybe the 
rrdocation of existing facilities should be included and the focus should be on 
distressed oonmunitites, both urban and rural, in order to broaden support in the 
Congress while addressing a real problan. 

We agree with the authors of tiiese rural development bills, that the U.S. 
Departjnent of Agriculture must becane involved in non-faon developnent prograns. 
However, we are fearful of putting all of our rural developnent eggs in ae basket. 
Just as urban areas receive developnent assistance through various federal 
departments, wb believe that rural ocranunities must be eligible for various types of 
federal assistance. Rural ccnraunities nust continue to be eligible for transportation 
assistance fran the Department of Transportation, for anall business assistance aid 
from SBA, for econonic developnent funds fron the Department of Ccmnerce, etc. In the 
past several years we have seen this subcomiittee add funding for rwo-farm RtWA 
programs and then watched USDA zeptoqrm the funds to agriculture. 

Although others may disagree, one long-time USDA rur-l developnent official 
(Joseph C. Doherty in Anerican Land Forun Magazine Fall 19P6) has the following 
ccmnentary to offer; 

Is (ja>A tile most appropriate place to center leadership of the rural 
developnent process? Despite all that the department has accorolished, ic 
ranains predcrainantly a service and support agency for U.S. ccmn^'rcial 
agriculture, ftily one Secretary in 30 years showed a personal arri continuing 
interest m balancing farm programs with the variety of oonmunity uiprovemmt 
endeavors that make up the rural development process, m 1986 there is 
almost as little interest in the subject at policy levels in USDA as there was 
before Under Secretary True Morse got things stated 30 years ago. 
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MMX) was ant of tht groqpt who lupported enactment of the Rural Development 
Policy *c± of 1980, ma «• h«3 high hopw that th« Office of Rural Developnent Policy 
aid w>int>'»t of m Vnimi Secrttary for Riiral Developnnent wsuld lead to USA 
iMderfhip ir tha field. Unfortunately *#e have amn the Office of Rural Development 
Policy aboliih«5 «3 the Under Secretary's position filled only on an acting basis for 
alBKMt • ywar. Slaply noving boxes around on an organization chart will not help 
rural oooaunities who face declining revenues and popuxaticm losses. 

QMigrsM can ImS the USCA horss to the rural developnent water, but they 
cannot nake it drink. 

Hs support the requirsnent for a GM) analysis of exisMng rural programs in 
the hope that this will letd to congressional action requiring the Adoinistration to 
iii^lsBMnt and fund currently author iaed proc,. juns. to you can see from the attached 
NADO bulget analysis, the Reagan Ackninlstratlon t»8 calleri fo. eiunination of 
virtually svsry existing program for rural developnent. 

While volunteer im and private sector participation are essential to the 
Biiooees of ruraX developnent, NVDO believes that federal money will be needed to help 
bring back or reUin economic stability in rural ocranunities. Oir monbers will do 
their best to support authorizing legislat-ion such as proposed by Representatives 
Jonss «d Ooloaan, but we are most concerned at this nanent i^ther the budget and 
appropriations c<Bnittees will see fit to include actual dollars for inplementation. 
The Reagan Mbinistration has told the Congress that money is needed for defense and 
for foreign aid, but rural citizens are told to pick themselves up by their bootstraps 
and use volunteers. 

TtK three highest priorities for funding for rural developnent pjrposes are; 

Grants to rural organizations for establishment of revolving loan funds to 
help provide capital to create private sector jobs; 

Grants and loans for needed infrastructure including roads, bridges, water and 
sewer and related oonnunity facilities in rural counties and oanmunities; 

Grants to locally-based organizations to provide management assis*^ance for 
local governments and anall businesses in rural areas. 



WHY ARE YfDEShL RURMi DEVELOPMPrr PRQGRMC NEEDH)? 



A. A tramatic restructuring of the rural economy is row underway. Study 
after study is row showing that the econcnic recovery has by-passed rural America and 
that the U.S. is developing a two-tier economy — an expanding urban one and a 
declining rural one. 

B. Riral areas and their local govanments have few or no developnent 
professionals to help than create and retain private- sector 3cbs. 

C. Pton 1980 to 1S87, federal programs designed to help rural developrwit were 
cut a nuch greater percentage than those targeted to urban areas. 

D. Because of the downturn in agriculture, rural gov«rinents are beginning to 
lee a decrease in property tax collections as the value of land declines and more 
fanaars are going bankrupt. The aggregate value of farmland fell 35 percent ($271 
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billion) between 1981 and 1966. There has also been an increase in the interest rates 
that rural localities pay on bonds they issue. 

K-w,. ^^^^ farmers but wrsen the outlook for rural ccmnunities 

because it encourages fanners to idle more acres of famland which will result in a 
Decrease in fanners' purchases of equipmentand inputs. 

F. Experts believe that recovery m the agricultural sector is three to five 
years away. While the full effect of the farm crTsis has not yet been felt! Sve^ 
very rural states-Alaska, Louisiana, Wyoming, Texas, New Mexico, Oklahona, and North 
Dakota^actually saw a decline in their real por capita income during 1986. In 
™in^^^"^T^ petroleun prices have reduced incones in rural areas depertjent on 
employrtient in cx>al, oil and natural gas production. 

G. International competition m traditional rural manufacturina, e.a., 
clotnng and textiles, has literally destroyed the econcmic bases in many rural 
conmunities. 

H. It IS highly unlikely that state goverrtna.es will be Ale to fill the 
ti!?*^^n?^^2l^^^ ^'"^ "^^^ ^ ^ downturn in the rural econony. Total state 
tax receipts declined in ten states for the year mding in September 1986 versus the 

r^^.iL^^^'' ^^^^ I^^isiana, Minnesota, Montana, ^torth 

Dakota^ Oklahoma, Oregon, Texas, and Wyoning) . State corporate net incane tlx 

^ ^^""^^ this year 23 states have been forced to reduce 

^^^'1^0 %" '^''"^^*^,^^' °' widespread recession cortSitions. For e^e, 
^^nls^ Sas rXf.^ T also raised taxes, a«a the State oi 

lennessee has reduced the number of state enployees. 



OOtCLUSION 



^h,« QnK^,^^r^ throughout the country stand leady to assist the m«nbers of 
cSueS^^i o^f S^'"^ P^'"^ legislation and seek the support of your 
colleagues on other ccmnittees in the House and Senate. We are delighted that the 
^irfr^^^^,*^ ^ f • 'T^^^^ ^' <^^^ recognize the need to revitalize ural 
America through non-farm developnent programs, a«a look foreward to working for not 
OTly authorization but also appropriations and uiplementation in the coming fiscal 



(Attachment follows ) 
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STATEMENT 
on 

RURAL DEVELOPMENT INITUTIVES IN H.R. 1600 AND H.R. 2026 
before the 

SUBCOMMITTEE ON CONSERVATION, CREDIT, AND RURAL DEVELOPMENT 
of the 

HOUSE COMMITTb.', ON AGRICULTURE 
for the 
U.S. CHAMBER OF COMMERCE 

by 

Stuart B. Hardy 
May 19, 19b7 



The U.S. ChABber of Conerce velcoaea thla opportunity to state Its 
vlevt on the rural developaent Inltiativea contained in H.R. 1800 and 
H.R. 2026. Thia subject ia of great intereat to the Chanber becauae of its 
close relatlonahip with aereral thouaand local chaabera serving rural 
coMunltiea and bec&uie aany aeaber coapanlea are located in nonaetropolitan 
areaa of the country. Moreover, the Chamber repreaenta all aegaents of the 
agricultural chain, including aupply induatriea, fan and ranch pxoducers, 
coBBiodity traders and brokers, snd food and fiber processors, distributors, 
wholesalers, and retsilers, aan; of whoa contribute to and depend upon the 
rural infrsstructure. 



There is ample evidence that rural America has not fully participated 
in the current robust expansion of much of the rest of the U.S. economy. For 
example, a recent analysis by the Federal Reaerve Bank of Kanaas Cit^^^ shows 
that during the 1960 's and early I970*s, per capita income in noometropolitan 
counties was beginning to approsch per capita income in metropolitan areas. 
Since 1973, however, the income gap has begun to increase as city incomes have 
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Srown at • faster rata than rural Incoaee. With reapect to fan dependent 
countlaa, the atudj ahova that real p«r capita incone haa declined on an 
average annual baaia aince 1973. Rural areaa-^apeciallj areaa dependent on 
agriculture and other primary induatriea-^have lover incoaea, fever Job 
opp^rtunitiea, higher unrmployaent ratea, and fever government aervicea than 
metropolitan areaa. 

Much public attention haa been focuaaed on farm problema in recent 
yeara, and with jood cauae. Receaaion in the farm belt, the oil patch, and in 
mining and timber regiona haa put enormoua atreaa on thouaand^ of rural 
communitiea. In auch com uiitiea, all rural inanitutiona, including achoola, 
hoapitala, retail buaineaaea, banka, and churchea, «re feeling the ripple 
ciffecta. While farm programa ara important, it ia alao appropriate that 
Congreaa addreai the full acope of atnictural change in rural America. The 
Chamber, therefore, appreciatea the Subcoamlttee'a interetit in faahioning 
policies to revitalize diatreaaed rural communitiea. 

?ubHc/?rivate-Sector Partnerahij* la Needed 

The tvo biU» 'nder conaideration today, H.R. 1800 and H.R. 2026, 
recogniaa that the federal government alone, while an important part of the 
total quatioD, doe a not have the reaourcet or the vladon to impoee a rural 
aolution from Waahington, D.C. Rather, the moat effective role of the federal 
government ia to use available financial reaourcea to leverage and aobilise 
far greater reaourcea in the private aector and in at at* and local government 

An example of thia federal-local-buaineaa partnerahip — and one in which 
chambera of commerce have been enthuaiaatlcally involved — ip the Main Street 
program. Begun seven yeara ago by the National Trust for Hlatoric 
Preservation to restore the economic health and vitality of small citiea and 
towna, the program haa helped over 100 communities in 11 statea to transform 
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decaying bual^ess districts Into thriving coanerclal sectors. The progran 
Involves very little federsl expense. It Is not 9 grant progran but a program 
of technical asslstsnce that helps local couunltles Identify the aeana and 
■ethods of restoring their dowatown centers. 

Both H.R 1800 snd H.R. 2026 would strengthen the publlc/prlvste-sector 
partnership In several laportant ways. H.R. 1800 would authorise the Rural 
DevelopaenC Loan Fund to make funds available for five years for relendlng by 
local public snd nonprofit private organisations to stimulate prowth In 
distressed conunltles. H.R. 2026, Title II, provides for needed cooperative 
agreements with the ststes. 

Rural Issues Merit Greater Priority 

When the U.S. Department of Agriculture waa established 125 yeara ago, 
most Americana lived on farms and ranchea. The terms "r. ral" snd 
"agricultural** were so synonymous that President Lincoln dubbed his new agency 
the "people's drpartment" because Its programs directly served the majority of 
our population. Today, about 64 million Americans live In rural areas 
(nonm' tropolltan counties) and less than one"*tenth of this number lives on 
farms or ranches. Clearly, the economic problems confronting rural citizens 
encompass far more than agriculture and. In the Chamber's opinion, require 
more attention from pol^cymakera than they are nov receiving In the Department 
of Agriculture or the Executive Office of the President. 

This does not mean that leas attention or reaources should be devoted 
to production agriculture. In fact, farmera and ranchers would beieflt fron 
H.R. 1800 and H.R. 2026 hi^ "'sc of the Interdependence of farms and local 
communltl^^s. Farm families depend on u^arby towns for needed production 
Inputs, for marketing and tranaportatlon services, and. Increasingly, for 
off'farm employment. Similarly, agriculture and other primary Industries 
continue to provide the economic base for several thouaand rural communities. 
The rural Infrastructure of facilities and services la one of the nost 
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iaportant aleaanta contributing to agricultural coapeCitiveneaa in world 
Mrketa. Tbia inf raatructure auat be oaintained and iaproved if U.S. fim 
product! are to aeet the challenge of fierce competition in the global food 
and fiber eye tern. 

Titlea I and VIII of H.R. 2026 would increase aignificantly the prrfile 
and vlaibility of rural function! of the federal govemaent by eatabliahing a 
Rural Developaent Adalniatration in the Department of Agriculture and a 
Special Aaaiatant to the Preaident for Rural Policy in the White Rouae. To 
aaaure that the reorganisation and upgrading of rural functiona accoapliahea 
the goal of a more coat-effectivei efficient and atreamlincd rural policyi the 
Subcoaalttee My viah to conaider expanding the Comptroller General* a report, 
provided in Section 108, to include n thorough analyaia of the varioua 
reorganisation optiona and their potential impacta on the deciaionmakiog 
proceaa. 

Rural Leaders Deserve Support 

Since the early 1980* a, rural local govenwenta have been caught 
between lower federal financial aid and a falling tax baae. The drop in 
farmland valuea haa had an eapecially depresaing effect on coanunitiea whose 
tax base is primarily agricultural land. 

Rural leaders in the public and private sectors need greater technical 
support to meet the challenges of major structural changes occurring ^.n their 
local economic base at a time when public revenues are stagnant or declining. 
H.R. 2026 would addreas this need by providing rural leaders with information, 
trsinlog, and educstion aimed at improving fiscal snd management akills and 
increasing swareness of policy alternatives. Many rural govemmenta are led 
snd staffed by part-time or voluntary personnel. These local decision-makers 
need technicsl and educational assistance to identify and implement methods of 
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incraaains jcba and incoM. They need halp in aaaciiaing thair iituation in a 
raaliatic Kannar. Thay naad help in dstanlnlns hov to cut unnacasaary 
•x;^indituraa» aaakini divaralf ication in thair economic baaa, building upon 
tha aa^ata that they already poaasaa> and conaiderini hov natural reaource 
induatriea can add value locally. H.R. 2026, in particular, would addreaa 
thia uaad by eatabliahinf • Kational Rural Aaaiatance Inforaation 
a«atin«houaa and by proyiding for rural technology centere and agriculture 
action centere. The five yeer pilot program called for in H.R. 1600 would 
elao provide r<^eded lupport for rural leedere. 

More Flexibility Weeded in Federal Rural Policy 

th'^ra U enoxttoua eociel end economic diver eity in rural Americe. To 
be eff-ictive, federel rurel policy muat be eufficiently flexiLle to eerve thi 
very different neede and opportunltiee of fundaaentelly different 
cowuaitiee. Moreover, the inereeeing globelitetion of the 
ecoaomy-'^sp'c^^^T finencial aarkete and the eectore of energy and 
egriculture--«eana that Wechington hae leee and leea control over the forcee 
that ahape and change locel bueineeeee. 

H.R. ISOO and H.R. 2026 would reapond to the need for a flexible, 
eccoKiodative rurel policy by giving govemore end locel leadere greater 
diac^ation in the deployment of federel reeourcee. In particular, the Chamber 
epplauda the block grent epproach contetned in H.R. 2026. 

A Seconderv Market for Fermiand Mortgagee Would Help Rural Communitiea 

Finally, tha Chamber would recommend one additional tool for '-ural 
refitalitetion not included in el*:her H.R. 1800 or H.R. 2026 but under 
conaidaration by the SubcoMlttee. It reepectfully urgea the Subcommittee to 
approve legieletion to facilitate the formation of a privete sector eecondary 
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■arket for famland mortgages. A secondary narket, If properly structured, 

would lower Interest rates for borrowers, stsblllze farmlsnd values, and 

provide rural banks with greater capltallzstlon for Investmenta In the 
2/ 

connunlty.- The formation of a secondary market Is an essential part of 
any strategy for rev'tallrlng rural America. 

Thank you for this opportunity to present the Chsmber's views to the 
Subcommittee. 



_'Msrk Henry, Matic Drsbenstott, snd Lynn Gibson, "A Changing Rural 
America," Econ omic Review July/August, 1986, Kansas City Federal 
Reserve Bank. 

2/ 

-'See Stephen C. Gabriel and Pual T. Prentice, Preserving the Value 
of Ameri ca's Farmland; An Economic Analysis of a Secondary Market : 
Farm Mortgages. Farm Sector Economics Associates, March, 1987. 



(Attachment follows:) 
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The U.S. Chaaber of Cooaerce It the world*t largest 
fedtratioQ of buslaett coapftaiet and aaaoclatlona aad is the 
priacipal apokaaaaa for the Aaaricaa bualaeaa coaauaity. It 



orgaaisatioaa, auch aa local/atate chaabera of conaerce aad 
trade/profeaaiooal aaaoclatlooa. 

More than 91 percent of the Chaaber*a aeabera are saall 
buaiaaaa fiiaa with fewer than 100 eaployeea, 58 percent with 
fewer than 10 eapltyeea. Yet, virtually all of ;he aalloa*8 
largeat coapaaiea are also active aeabera. We are 
particularly cogaizaat of the probleaa of aaaller bualaesaea, 
aa well aa la:}uea faciag the bualaeaa coaauaity at large. 

Beaidea repreaeatlag a croaa tectloa of the Aaericaa bualaeaa 
coaauaity la teraa of aumber of employees, the Chaaber 
represeats a wide naaageaeat apectrua by type of busiaess aad 
locatioa. Each major classlf icatloa of Aaericaa 
busiaess — oaauf acturlag, retalllag, services, coastructloa, 
wholeballag, aad flaaace — auebers more thaa 11,000 members. 
Yet ao oae group coastl tutes as ouch as 29 perceat of the 
total membership. Further, the Chaaber has substaatial 
membership In all 50 states. 

The Chamber's latematloaal reach la substaatial as well. It 
believes that global laterdepeadeace provides an opportualty. 
not 8 threat. Xa addl tloa to the 36 Aaericaa Chambers of 
Commerce Abroad, aa Iccreaslag aumber of members are engaged 
la the export and Import of both goois and aervlces "^^d have 
ongoing Investment activities. the Chamber favors 
strengthened Internstlonal competitiveness and opposes 
artificial U.S. and foreign barriers to International 
business. 

Positions on national Issues are developed by a cross section 
of its members serving on coomlttees, subcommittees and task 
forces. Currently, some 1,800 business people participate In 
this process. 



rapieaanta 



approziaately 



180,000 



buainesaea 



and 
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STATEMENT OP THE AMERICAN FARM BUREAU FEDERATION 
BEFORE THE HOUSE COMMITTEE ON AGRICULTURE 
SUBCOMMITTEE ON CONSERVATION, CREDIT AND RURAL DEVELOPMENT 
REGARDING RURAL DEVELOPMENT 



May 19, 1987 



Fara Bureau has had a long history of Involvement In rural 
development. Farm Bureau leaders and members all across this 
country are active members of school boards, trustees of era leges 
and universities, county boards of supervisors, economic development 
commissions, the boards of lending institutions and many hold elected 
offices. These are the Institutions and activities that Impact rura> 
economic growth. 

We have always believed that rural or any economic development 
Is best done by local people. Farm Bureau welcomes the new national 
Interest In rural development. At the same time, we caution Congress 
to be very careful not to advance federal programs which would compete 
with those long standing state and local efforts and Initiatives that 
have served the nation and rural areas well. 

Federal rural development programs should be confined to those 
that support, not Interfere with, local programs and private sector 
activities already underway. 

We all know that It Is not possible to have rural economic growth 
without having overall economic growth and an expanding U.S. and world 
economic pie. In this regard, one of the best policies for rural 
(*^velopment would be for Congress not to pass protectionist trade 
legislation. 

Trade protectionism Is a dead end street for farmers given the 
fact that farmers contribute favorably to the U.S. trade balance. In 
addition, farmers rely heavily on Imported farm Inputs such as fuel, 
fertilizer, and machinery. 

Farmers would also like assurance from Congress that their 
markets will never again be disrupted by embargoes, wh^ch sent shocks 
throughout the rural economy and left farmers with follow-up policies 
to offset the embargo, which messed up farm markets by raising loan 
rates and Increasing storage programs. 

Another assurance that farmers would like Is to have Congress 
stay the course on the 1985 farm bill and, once and for all, bury the 
Idea of mandatOi-V production and marketing controls. In modern terms, 
advocating rural development through the likes of the Gephardt-Harkln 
bill Is an oxymoron. Should a control plan be adopted, rural 
stagnation and decline will rapidly follow. 

Since Inflation control has had very favorable effects on farm 
production expenses and thus farm Income, we do not belle?ve that we 
should give up the Inflation fight. 
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It la trua that controlling Inflation reduced land and other 
asset values and caused iiome major adjustments In farmer credit 
practices. At the same time, lower asset prlcea have been beneficial 
to young farmers trying to get started farming. This Is Important to 
farmers Mho wish to sell out or allow their sons and daughters to buy 
Into their farms. Rural development Is better served when farms and 
ranches are kept competitive and transferable from one generation to 
another . 

Keeping U.S. farms and ranches competitive could be substantially 
Improved by Congress and the Executive Branch coming to grlpa with the 
plethora of laws, rules and regulations that strangle the use cf basic 
farm Inputs and add measurably to our cosit of doing business. 

We must remember that farmers lure now con'petlng In a world 
marketplace with producers from other countries, who do not have the 
same restrictions on farm Input uses and farming practices that we 
do. Congress should not expect farmers to pay the full price for 
environmental purity. 

Greater truck deregulation would have a beneficial Impact on 
rural economic development. Deregulation has on balance been good for 
railroads through reduced overhead capacity and the ability to make 
confidential rate contracts. This latter feature cf rate deregulation 
has been very beneficial to farmers In the grain belt by stren^ :henlng 
prices. Efforts to make rail contracts public should stop. 

Biotechnology holds substantial potential for dealing with 
environmental Issues. Most reports Indicate that the U.S. Is falling 
behind the rest of the world In biotechnology Irmdershlp. We have a 
world class agriculture that Is looking for national policy leaderahlp 
In the rapidly emerging field of biotechnology If we are not 
careful, other nations will seize this International opportunity. 
Biotechnology could hold substantial benefits for rural America, If we 
focus on the positives, rather than the n^^atlves. 

Economic progress and wealth creation are basically slow 
processes. Whenever government has tried to artificially speed this 
up. It has failed. The Inflation of the 1970s Is the most recent 
experience. We are still oaylng the price. Inflation distorted 
all price and cost relationships and led to state and local spending 
and tax burdens that are damaglnr rural development In many parts of 
the country. Some rural states h 9 experienced greater economic 
stability than others during thes Ifflcult times In U.S. 
agriculture. Part of the reason 1 >ls stability has to be found 
In the greater balance among agrlc », commerce and Industry. The 

more attractive business climate In > states Is also part of the 
economic stability In some rural ar. 

We have learned some basic economic lessons In recent years. 
One of these lessons has been that tax rales — local, state and 
national- -exert a powerful Impact on economic development and growth. 
When Individuals are allowed to I'eep their Income and wealth, more 
real Jobs are created tnd economies boom. 
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We are In the age of privatization. Good things have happened 
In the U.S. and abroad wherever government has relinquished its 
traditional actJ-'ltles to private sector operations without a loss of 
services. Every avenue should be explored to find opportunities to 
privatize present rural development programs. New programs should 
also meet the test of privatization 

Farm Bureau does not come before you today with a laundry list 
of requests for new programs for rural development. To the contrary, 
we believe that there are quite a few major policy Initiatives which. 
If pursued by Congress, would be of tremendous economic benefit to 
farmers, rural fmerlca, and the nation. 

For FY 1981-1987 federal spending on annual programs equaled $918 
for every rural person, $131 per person per year. Over $21 billion 
were spent on funding and loans for rural electrification and 
telephones (REA) . Funding, grants and loans for rural housing and 
development projects totaled almost $34 billion. The $55 billion 
total does not Include federal farm program outlays. 

Farm Bureau believes that, given the overall problem In 
controlling federal spending, it Is time for all of us to see what can 
be done to bring about tiue economic development in rural America and 
the nation through policies and programs that will not cost additional 
tax dollars. 

Stopping trade protectionism, reducing the regulatory burden on 
farmers and businesses In general, staying the course In farm policy 
toward a market-oriented agriculture, giving International leadership 
to agriculture and the nation In biotechnology, encouraging the 
Federal Reserve toward stable, nonlnf latlonary money growth and 
reducing the deficit through spending restraint not tax hikes — would 
be a good start for a national rural development program. 

Thank you for the opportunity to present Farm Bureau's views on 
this important topic We look forward to working with Congress on 
rural development programs. 
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RURAL 
COMMUNITY 
SERVICE 
PROJECT 




The State of Missouri is a recipient of funds for mental health o-jtreach 
programming under Section 1440 of the Food Security Act. The University Co- 
operative Extension Service will administer this project with the cooperation 
and support of five commumty mental health centers serving northern and central 
rural areas of Missouri. 

The objectives of the Rural Community Service Project, through the act- 
ivities of coordinators in each service area are, 

1. Coordinate, organize and serve as a liaison amcng local resources, 
agencies and community groups - providing information on current 
rural community issues and assessed needs of rural families, 

2. Consult on mental health u f^s and needs with local clergy, physicians, 
school personnel and other care providers, 

3. Establish coi-munity support groups to allow persons to develop self- 
guided, educational networks of mutual support for dealing v^ith rural 
issue'> and personal stress. 
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4. Seek out individuals and families needing professional mental health 
services and initiate referrals, 

5. Monitor the stress level and emotional climate of rural conrmjnities 
and provide available resources to reduce the impact of these con- 
ditions, 

6. Conduct coimiumty awareness and educational programs, 

7. Facilitate a network of commtinity service agencies, care providers, 
educational and governmental leaders to maximize local resources 
and facilitate referrals to appropriate services to meet the broad 
d.ray of rural resident needs. 

The local service coordinators will utilize the full resources of the 
Umversi*"v of Missouri, the University Cooperative Extension Service and the 
local conminity mental health center in providing services to rural conmun- 
ities and families. Through this cooperative effort, rural Missouri residents 
will obtain support, service and professional guidance as they experience anJ 
cope with a period of economic and social transition within their rural com- 
mum ty. 



FOR ADDITIONAL INFORMATION OR ASSISTANCE, CONTACT YOUR LOCAL COUNTY EXTENSION OFFICE 
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State of lllrnois 
GOVERNOR'S RURAL AFFAIRS COUNCIL 




Lieutenant Governor 
George H. Ryan 



Chairman 



May 14, 1987 



Itie Honorable Edward Jones, Chairman 

House Subccrmittee on Conservation, Credit and 

Rural Developirent 
United States Hou^e of Representatives 
Washington, d.C. 20515 

Dear Representative Jones: 

Governor Ttioropson ar 1 I began planring the Task Force on ^he Future of 
Rural Illinois in February, 1986, in an effort to begin ameliorating 
difficulties facing Illinois* rural citizens. 

Uie Sunittary Report of the Task Force on the Future of Rural Illinois, 
which is attached, is the result of exhaustive research and public testinony 
during the period June, 1986 through February, 1987, 

The development of new economic enterprise, and the inprovement in local 
services and educational institutions is essential to the future of rural and 
small town Illinois and America, i believe that our efforts to promote a 
rural renaissance in Illinois provide valuable insights at both the state and 
national level. 




Sincerely, 



Lieutenant Governor 



GHF^'LD/nt 



Enclosure 



612 Stranon Building ♦ SpnngfleW. Itttnos 62706 • 21 7/782-7514 
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Ja»ea R. Thompson 
Governor 



Lieutenant Governor 
George H. Ryan 
Chairman 



Dr. John Mccall 
Mr. James Walsh 
Co-Vice Chairmen 
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INTRODUCTION 



The Task Force on the Future of Rural Illinois was c*reated 
tc examine social and economic conditions in rural Illinois and 
to make recommendations for State and local action which would 
help to ameliorate social and economic stress and help to 
preserve and enhance M^e values and quality of rural life 
inherent in Illinois. From March, 1986, to January 1, 1'' '*, 
several means were used to qather facts, information, 
perceptions and opinions. Twenty-two public hearings were held 
across the State, and 332 persons testified. One hundred and 
nineteen town visits were completed, and over 1,000 rural 
Illinois citizens provided i wealth of data. One hundred and 
thirty-five advisory groups v re given the opportunity to 
provide their views on rural Illinois. University consultants 
from Illinois institutions of highei learning brought years of 
research and teaching expertise about rural issues. Extensive 
annotated bibliographies were developed to ensure the inclusion 
of past and current studies and writings on rural life 
conditions, "'inrlly, state departments and agenci-es lent 
expertise and information to the data gathering process. This 
Summary Report of the Task Force on the Future of Rural 
Illinois is the result of effective collaboration among a wide 
variety of groups, each acknowledging the common bond that 
rural Illinois heritage and culture is worth a renewed 
investment of time, energy, and resources. 
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Because the Task Force is concerned with quality of life^ 
a broad subject approach was selected for study — economic 
development and transportation, health care and social 
services, production agriculture, agricultural credit and 
agribusiness, and finally local government and education. Each 
of the study areas,' any one of which is important enough to 
justify separate analysis, covers influences which dramatically 
affect the rural citizen in unique ways, and adds to or 
detracts fr? . the quality of rural life. 

As the Task. Force listened to the problems and concerns of 
rural Illinois citizens and advocates, a three-level approach 
was followed. First, immediate problems which could be acted 
uporx^with existing State resources received attention. Second, 
an intermediate te~'*'i agenda was built for assisting rural 
Illinois. The intermediate agenda is the recommendations 
contained in this Summary Report for attention by the General 
Assembly and state agencies in the next one to three years. 
Finally, long term agenda building was started. 

The Task Force has been a catalyst for establishing 
growina awareness of and action on the needs of rural Illinois 
people. Immediate action has occurred to ensure that the 
issues presented and the momentum generated by the Task Force 
results in continued' agenda building for the needs of rural 
Illinois. 

r 

(The complete report is held in the commiLtee files.) 
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statement 
of 

Jim White 
General Manager 
Gibson County Electric Membership Corporation 
before the 

Conservation, Credit and Rural Development Subcommit^ee 
of the House Agriculture Committee 
United States House of Representatives 
on 

p'^^ai Electric Systems' Role In 
onomic and Community Development 

Mr. Chairman and distinguished Members of the Committtee: 

I appreciate the opportunity to appear before you today on 
behcilf of the Gibson County Electric Membership Corporation 
and our 29,000 members concerning the lole rural electric 
systems can play, and the impact we can have on economic 
and community development. We are also grateful for the 
interest and support members of this panel have 
demonstrated to us and to the other 1,000 rural electric 
systems across th'3 nation. 

For the past 51 years :he Gibson County Electric Membership 
Corporation has worked to meet the changing needs of our 
members, not only in providing electricity but meeting 
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their other needs as well. 

Today, the people of our area and a'l of rural America are 
in serious economic trouble. It's a nation-wide problem. 
Reports such a« the one prepared by Senator Leahy's Senate 
Agriculture Committee points out the contrast of the 
booming coastal economies of California and Florida and the 
depressed economies of the farm belt. 

Closer to home, in the Southeast and the Tennessee Valley, 
we see first-hand the desperate economic and social 
conditions described in landmark studies such as the 
"Shadows in the Sunbelt" report. This report eloquently 
describes the problems being created by the development 
a dual economy, characterized by booming urban economies 
such as Atlanta and Nashville, amid distressed rural ^reas 
such as the Powell Valley, Fayette County and our own Lake 
County. 

The long-standing depressed farm economy has forced out 
Northwest Tennessee's agricultural base, leaving a climbing 
unemployment rate and displaced people. 

Many are following the national trend - moving from our 
rural to urban areas in hopes of finding work - and Gibson 
County Electric 's load growth is reflecting this 
undesirable occurrence. 
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Our cooperative began taking action to deal with these 
problems in 1981. Our effort has made a positive 
difference, and we continue to dedicate time and attention 
to economic and community development because the severe 
and far-reaching effects of the deteriorating economy 
persist. We also know it is unhealthy for the nation, 
community and the cooperative for people to be deserting 
rural America. And, because Gibson County Electric is a 
service organization established to meet the needs of our 
member- owner s , we have a special obligation to get involved 
in helping to improve the quality of life for our members. 

Here are ^ust a few of the ways Gibson County Electric has 
taken action for improved economic and community 
development over the past year: 

* The cooperative has worked closely with the counties we 
serve in developing programs to encourage existing 
industrial expansion and the recruitment of new industry. 
These efforts helped to create more than 400 jobs in 
Northwest Tennessee during 1986. 

* More specifically, we have provided slide presentations 
and other materials used in industrial recruitment. 
Conservation studies, engineering assistance, and financing 
for employee training were made available for industry 
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through the cooperative and the Tennessee Valley 
Authority's Existing Industry Program. 

* Gibson County Electric has worked closely with the State 
Department of Tourism, and local Chambers of Commerce to 
develop and initiate a tourism promotion and marketing 
program for Northwest Tennessee. 

* We have worked with ::ommunity, state and federal entities 
to offer services to improve the quality of lift in our 
area. An energy ef fiv ient planning service for new homes 
and apartment pro3ects, and technical assistance for 
conraunity improvement projects including recreational 
facilities lighting were also provided. 

* The cooperative has assisted in the coordination of 
"health fairs" for the purpose of screening people for 
early signs of disability or disease and providing 
information on how to live healthier lives. 

* And, we have devoted much time and attention to helping 
those who need our help the most - the low-income, elderly 
and handicapped. Gibson County Electric has been 
instrumental in setting up and overseeing the operation of 
a food pantry for the needy. We have been closely involved 
with the "Meais on Wheels" program in our area, and have 
also worked in conjunction with the Tennessee Valley 
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Authority and local organisations to improve the living 
conditions for these groups. 

Our members not only support us in this endeavor, but they 
appreciate our involvement. This feeling is held on a 
national and regional level according to a survey conducted 
by Cooper and Secrest for NRECA in 1985. They interviewed 
both consumer /members and utility managers and directors. 
Of the consumer /members surveyed nationally, 74% said that 
cooperatives should be involved in economic development. 
Of the managers and directors interviewed nationally, 86% 
believed that co-oos should be involved. 

In our Region III, which is comprised of Tennessee, 
Kentucky, Mississippi, and Alabama, the results showed an 
even stronger support for co-op involvement with 76% of 
consumers and 97% of managers and director- supporting 
involvement. The 97% :;core for managers and directors in 
Region III was higher than that for any other region in the 
country! 

Our rural electric system, not only believe they should be 
involved. One hundred thir-V-nine out of the 160 
distributors surveyed in the Tennessee Valley Authority 
area had at least one person actively engaged in economic 
development. 
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Gibson County Electric and other rural electric systems are 
making an impach, but we can make an even more substantial 
contribution to the rural areas in the future. We have a 
solid base in the rural areas with over 50 years of service 
and the leadership who know first hand the rural people and 
problems, and are committed to helping them. 

In order to be as effective as possible, however, we and 
all rural electric systems will need the help and support 
of government. VJe believe it is also essential that 
progx^aaiS incorporate the sam^; f 3deral-community partnership 
demonstrated by the Rural Electrification Administration 
and ru»"al electric cooperatives. Making these federal 
programs locally designed, implemented, operated and 
controlled would make them more accessible to the people 
and communities they were created to help. 

In these communities, the rural electric system is in an 
ideal position to serve as a nucleus for economic and 
community development efforts. We can bridge the gap 
between federal and local, and provide leadership, meeting 
space, technical assistance, coordination and support. 

Rural electric systems are also in iche position to serve as 
facilitators for other conimunity services, projects, 
programs and grants, not only working to expand existing 
industry, but to improve schools, water and sewer systems, 
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transportation and roads, etc.. 

Although our area and rural America as a whole is facing 
difficult times, we are optimistic. We strongly believe 
that Gibson County Electric and the nation's other rural 
electric systems are a valuable resource; and if given the 
opportunity and support, we can put rural America back on 
the road to recovery. 

We applaud the Committee for taking a concerned and 
active leadership role in working to overcome these 
problems and we offer our complete support and assistance 
in taking steps to help those in the areas that we serve. 

Mr. Chairman, I would be pleased to respond to any 
questions you or any of the Committee members may have. 
Thank you. 
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100th congress 

iST Session 



H. R. 1800 



To assist in the revitalization of rural communities through economic diversifica- 
tion and the provision of community facilities to meet basic human needs, 
and for other purposes. 



IN THE HOUSE OF REPRESENTATR £1S 

Mabch 25, 1987 

Mr. Jones of Tennessee (for hunself and Mr. de la Gabza) introduced the 
following bill, which was referred to the Committee on Agriculture 



A BILL 

To assist in the rev talization of rural communities through 
economic diversification and the provision of community 
facilities to meet basic human needs, and for other purposes. 

1 Be it enacted by the Senate and House of Representa- 

2 tives of the United States of America in Congress assembled, 

3 That this Act may be cited as the "Rural Area Revitalization 

4 Act of 1987". 

5 Sec. 2. Section lE23(b)(2) of the Food Security Act of 

6 1985 is amended by — 

7 (1) striking out "and" at the end of subparagraph 

8 (B); 
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1 (2) striking out the period at the end of siibpara- 

2 graph (C) and inserting in lieu thereof and''; and 

3 (3) adding at the end thereof the following: 

4 ''(D) there is authorized to be appropriated for 

5 each of the fiscal years during the period beginning 

6 October 1, 1987, and ending September 30, 1992, an 

7 amount not to exceed $20,000,000 for loans to inter- 

8 mediary borrowers under terms and conditions provided , 

9 under subparagraph (B) of this paragraph.". 

10 Sec. 3. Section 1323 of the Food Security Act of 1985 

11 is amended by adding at the end thereof the following: 

12 ''(c)(1) Effective for each of the 1988 through 1992 

13 fiscal years, the Secretary may make grants, not to exceed 

14 $25,000,000 in total for each fiscal year, to public or private 

15 nonprofit organizations, operating in rural areas, whose prin- 

16 cipal mission is to improve business, industrial, and employ- 

17 ment opportunities, particularly assisting low income rural 

18 people and economically distressed rural communities. Such 
1& assistance may be used for financing new business ventures, 

20 community improvements, capital improvements, infrastruc- 

21 ture development, and other activities the Secretary deems 

22 consistent with the purpose of this subsection. 

23 "(2) Notwithstanding any other provision of law, the 

24 Secretary may use the funds, facilities, and authorities of the 

25 Rural Development Insurance Fund under section 309A of 

HR 1800 IH 
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1 the Consolidated Farm and Rural Development Act to imple- 

2 ment the grant program under this subsection. 

3 'WD Effective for each of the 1988 through 1992 

4 fiscal years, the Secretary may make grants, not to exceed 

5 $25,000,000 in total for each such fiscal year, for the pur- 

6 pose of stimulating economic growth and diversification in 

7 rural conmiunities affected by recent declines or chronic 

8 underdevelopment in basic economic sectors, such as 

9 agriculture. 

10 **{2) Grants under this subsection may be made to public 

11 and nonprofit private institutions for activities consistent with 

12 the purposes of this subsection, including, but not limited 

13 to— 

14 "(A) identifying business opportunities that will 

15 use local economic and human resources; 

16 "(B) identifying, training, and providing technical 

17 assistance to existing or prospective local entrepre- 

18 neurs and managers; or 

19 "(C) mobilizing capital from within and outside 

20 local communities to stimulate the formation and ex- 

21 pansion of local business activities. 

22 **(3) Grants may be made only for projects intended to 

23 provide direct benefit to rural areas not within a city or town 

24 with a population in excess of 20,(XX) inhabitants. The Secre- 



HR 1800 m 



226 



4 

1 tary shall give preference to projects serving areas with the 

2 most serious economic distress. 

3 "(4) Any grant under this subsection may not exceed 75 

4 percent of the costs of implementing the project covered by 

5 the grant, although the Secretary may waive this limitation 

6 in the case of any project serving a rural community in which 

7 the average income level does not exceed 80 percent of the 

8 nonmetropoHtan median household income within the State 

9 in which the project is located or does not exceed the poverty 

10 line established by the Office of Management and Budget, 

1 1 whichever is greater. 

12 ''(5) Notwithstanding any other provision of law, the 

13 Secretary may use the funds, facilities, and authorities of the 

14 Rural Development Insurance Fund under section 309A of 

15 the Consolidated Farm and Rural Development Act to imple- 

16 ment the grant program under this subsection/'. 

17 Sec. 4. Section 306(a) of the Consolidated Farm and 

18 Rural Development Act is amended by adding at the end 

19 thereof a new paragraph as follows: 

20 "(20) The Secretary may make grants, not to exceed 

21 $10,000,000 in total annually, to associations described in 

22 paragraph (1) of this subsection to test cost-effective methods 

23 of meeting the basic needs of rural residents who do not have 

24 and cannot afford safe drinking water facilities. Such grants 

25 may include, but are not limited to, fmancing for — 
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1 ''(A) costs associated with the development or im- 

2 provement of individual or small, multiuser drinking 

3 water facilities; 

4 "(B) costs associated with enabling such rural 

5 residents to connect to community water supply sys- 

6 tems, such as the payment of connection fees; 

7 "(C) costs associated with improving the oper- 

8 ation, maintenance, or management of small communi- 

9 ty water systems that currently are unable to pro\'ide 

10 safe drinking water at affordable rates to such rural 

11 residents; or 

12 *'(D) costs associated with implementmg other al- 

13 tematives to rreeting the basic drinking water needs of 

14 such rural residents/'. 

15 Sec 5. The Secretary of Agriculture shall establish an 

16 office within the Farmers Home Adirunistration of the De- 

17 partment ot Agriculture w^hose purpose shall be to encourage 

18 innovation and the application of effective solutions to the 

19 economic and community development problems of rural 

20 areas. The office shall participate in the review of project 

21 proposals and in the oversight of project implementation of 

22 projects funded under sections 2 and 3 of this Act and shall 

23 perform such other functions as the Secretary may assign 

24 to it. 

O 
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100th CONGRESS ff t\/\€%/% 
18T Session j^^ ZO^O 

To provide that the Department of Agriculturt tihhW be known as the Department 
of Agriculture and Rural Development, to transfer certam other programs 
within such Department to a newly established 1 -«U Development Admmis- 
tration, and for other pur^x)ses. 



IN THE HOUSE OF REPRESENTATIVES 
April 9. 1987 

Mr. Coleman of Missouri (for himself, Mr. Jonbs of Tennessee, Mr. Madioan, 
Mr. English, Mr. JEFPt)BD8, Mr. Mablbnbe, Mr. Huckaby, Mr. Hop- 
kins, Mr. Stanobland, Mr. Glickman, Mr. SiBrmoLM, Mr. Volkmsb, 
Mr. Roberts, Mr. Emebscn, Mr. Mobbison of Washington, Mr. Gundeb- 
80N, Mr. Tallon, Mr. Robert F. Smith, Mr. Thomar of Georgia, Mr. 
Combbst, Mr. Tauke, Mr. Schuette, llr. fisPY, Mr. Jontz, Mr 
Gba^ y, Mr. MONTOOMEBY, Mr. LoTT, Mr. Taylob, Mr, Tbaxleb, Mr. 
McHuoH, Mrs. Smith of Nebraska, Mr. Livinoston, Mr. Skelton, Mr. 
Watkins Mr. Beseut^b, Mr. Clinoeb, Mr. Dobnan of California, Mr. 
FA7tO, Mr. Pasha YAN, Mr Williams, Mr Daub, Mr. Fbank, Mr. 
McCollum, Mr. Web.511, Mt. Boulteb, Mr. Robinson, Mr Bubchneb, 
Mr. HouOiiTON, Mr Dpton, Mr. Stallinos, and Mr. Whittakeb) intro- 
duced the following bill, which was referred to the Cmmittee on Agriculture 



A BILL 

To provide that the Department of Agriculture shall be known 
as the Department of Agriculture and Rural Development, 
to tranjbfer certai^ ^ther programs within such Department 
to a newly established Rural Development Administration, 
and for other purposes. 

1 Be it enaeted by the Senate and House of Representa- 

2 tives of the United Stales of America in Congress assembled, 
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1 That this Act may be cited a£ the ''Rural Development Seor- 

2 ganization Act of 1987". 

3 TITLE I— REORGANIZATION OF THE 

4 DEPARTMENT OF AGRICULTURE 

5 RENAMING OF DEPAETMENT OF AOBICULTUEE DEPAET- 

6 MENT OF AOBICULTUBAL AND BUBAL DEVELOPMENT 

7 Sec. 101. (a) Title XII of the Revised Statutes (7 

8 U.S.C. 2201 et seq.) is amended by striking out ''Department 

9 of Agriculture" and '"Secretary of Agriculture" each place it 

10 appears and inserting in lieu thereof "Department of Agricul- 

11 ture and Rural Development" and "Secretary of Agriculture 

12 and Rural Development", respectively. 

13 (b) Se^ a 5312 of title 3, United States Code, is 

14 amended by striking out "Secretary of Agriculture" where it 

15 appears and inserting in lieu thereof "Secretary of Agricul- 

16 ture and Rural Development". 

17 BUBAL DEVELOPMENT BEVITALIZATION 

18 Sec. 102. (a) The Secretary of Agriculture and Rural 

19 Development shall establish and mpintain a revitalized na- 

20 tionwide riral development program as set forth in the Rural 

21 Development Act of 1972, the Rural Development Policy 

22 Act of 1980 (7 U.S.C. 2201 et seq.) and this Act utilizing the 

23 re*^'>urces and services available to the Department of Agri- 

24 culture and Rural Development and such other resources and 

25 services as may be provided by other Federal departments 
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1 and agencies, and by State and local governments and by 

2 other private or nonprofit institutions. 

3 (b) The Secretary shall perform his duties with respect 

4 to rural development as a primary function in supervising and 

5 controlling the Department of AgriciUture and Rural Devel- 

6 opment and in exercising his authority under law and regula- 

7 tions in coordination with other executive branch depart- 

8 ments and agencies, States and local governments, and other 

9 entities as it relates to rural development programs. 

10 (c) The Secretary shall have the responsibility and au- 

11 thority to coordinate a revitalized nationwide rural develop- 

12 ment program in cooperation with other Federal Depart- 

13 ments and agencies, State and local governments, as well as 

14 private and nonprofit institutions that will more effectively 

15 strengthen the family farm system and meet the needs for 

16 employment, training, education, health and other services 

17 for residents of rural areas. 

18 ESTABLISHMENT OP BUBAL DEVELOPMENT 

ADMINI8TBATI0N 

20 Sec. 103. (a) There is hereby established, in the De- 

21 partment of Agriculture and Rural Development, a Rural 

22 Development Administration, that shall be headed by an Ad- 

23 minislrator appointed by tb- Secretary of Agriculture and 

24 Rural Development, by and with the advise and consent of 

25 the Senate. 
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1 (b) Section 5316 of title 5, United States Code, is 

2 amended by striking out ''Administrator, Farmers Home Ad- 

3 ministration" where it appears, and inserting the following: 

4 ''Adn^^'^istrator, Farmers Home Administration, 

5 Department of Agriculture and Rural Development. 

6 "Administrator, Rural Development Administra- 

7 tion. Department of Agriculture and Rural Develop- 

8 ment.". 

9 AMENDMENT TO BUBAL DEVELOPMENT ACT OF 1972 

10 Sec. 104. The Rural Development Act of 1972 (7 

11 U.S.C. 2201 et seq. and 2661 et seq.) is amended by adding 

12 at the end thereof the following new section: 

13 "Sec. 608. Rubal Development Administba- 

14 TiON.— Title V and title VI of this Act shall be carried out 

15 through the Bu:p1 Development Administration.". 

16 " ban8peb of entities ob functions to the bubal 

17 d*^ :elopment administbation 

18 Sec. 105. (a? The Secretary of Agriculture and Rural 

19 Development jhall t ^nsfer from wdthin the Department of 

20 Agriculture and Rural Development to the Rural Develop- 

21 ment Administration as soon as reasonably possible after the 

22 date of enactment of this Act, those agencies, offices, or other 

23 entities, or elements thereof, that perform rural development 

24 fL..jtions (that may include, if the Secretary so determines, 

25 rural housing) r^ch as, but not limited to, the following: 
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1 (1) the rural economics elements of the Agricul- 

2 tural and Rural Economics Division of the Economic 

3 Research Division of the Department of Agriculture 

4 and Rural Development; and 

5 (2) the rural development research elements of the 

6 Cooperative State Research Service, Department of 

7 Agriculture and Rural Development. 

8 (b) The Secretary shall establish within the Rural De- 

9 velopment Administration such divisions or agencies that will 

10 coordinate rural education and training, conduct grant pro- 

11 grams and research for rural development, perform intergov- 

12 emmental and public affairs on behalf of rural development 

13 and such other programs and activities as the Secretary may 

14 determine appropriate. 

15 (c) The Secretary shall report to the chairman of the 

16 Committee on Agriculture, House of Representatives and the 

17 chairman of the Committee on Agriculture, Nutrition, and 

18 Forestr) of the Senate not later than one year after the date 
IC of enactmert of this Act with respect to the actions taken, or 

20 a deadline for action to be taken, under this section. 

21 EXPANSION OP EE80UBCE CONSEBVATION AND 

22 DEVELOPMENT PEOOEAM 

23 Sec. 106. Section 1536 of the Agriculture and Food 

24 Act of 1981 (16 U.S.C. 3459) is amended by striking out 

25 ' two hundred and twenty-five" and inserting in lieu thereof 

26 ^%ur hundred and fifty''. 
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1 OFFICE OF ADVOCACY FOB BUBAL DEVELOPMENT 

2 Sec. 107. (a) There is established within the Rural De- 

3 velopment Administration an Office of Advocacy for Rural 

4 Development. The management of the Office shall be vested 

5 in a Chief Counsel for Advocacy who shall be appointed by 

6 the President, by and with the advice and consent of the 

7 Senate. 

8 (b) The primary functions of the Office of Advocacy for 

9 Rural Development shall be to — 

10 (1) examme the role of rural development in the 

11 American economy and the contribution that rural de- 

12 velopment can niske in improving economic opportuni- 

13 ties for fanners, residents of rural commurities, the 

14 rural unemployed, and those persons in rural areas en- 

15 tering the job market for the first time; 

16 (2) encourage economic and social mobility for all 

17 citizens living in rurJ areas, analyze \ ays in which 

18 the loss of businesses in rural communities can be re- 

19 versed, and stimulate innovation in attracting business- 

20 es to rural communities; 

21 (3) encourage entrepreneurship in rural communi- 

22 ties through financial, work force, environment, and 

23 other incentives; 
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1 (4) expand training opportunities for the unem- 

2 ployed, displaced farmers, and young persons entering 

3 the job market; 

4 (5) provide an avenue through which new and un- 

5 tested products and services can be brought to the 

6 marketplace; 

7 (6) assess the effectiveness of Federal grant-in-aid 

8 programs and existing Federal subsidy and assistance 

9 programs that may be available for rural development 

10 and assess the desirability of (a) revising the emphasis 

11 on certain existing programs, (b) increasing the eropha- 

12 sis on general assistance programs designed to benefit 

13 all rural li-reas, and (c) changing the formulas for cer- 

14 tain grants or subsidies to States so as to bene£t rural 

15 areas; 

16 (7) measure the effects of Federal, State, and 

17 local government regulations and policies on rural de- 

18 velopment and make legislative and nonlegislative pro- 

19 posals for enhant*iig business opportunities in rural 

20 communities; 

21 (8) determine the impact of the tax structure on 

22 nu"al development and make legislative and other pro- 

23 posals for altering the tax structure to enable the rural 

24 development program to realize its potential for con- 

25 tributing to the Nation's economic well-being; 
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1 

2 
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4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 



(9) evaluate the ability of financial markets and 
institutions to meet rural con..nunity credit needs and 
determine the impact of govenmient demands for credit 
on rural development; 

(10) determine financial resource availability in 
rural areas and reconmiend methods for delivery of fi- 
nancial assistance to rural enterprises, including meth- 
ods for secunng equity capital, for generating markets 
for goods and services, for providing effective vocation- 
al and general education to rural residents, for provid- 
ing more effective management and technical assist- 
ance and training, and for assistance in complying with 
Federal, State, and local laws; 

(11) evaluate the efforts of Federal agencies, busi- 
ness and industry to assist rural developr nt; 

(12) assess the effectiveness of the program to 
locate or relocate Federal Government offices and 
other activities in rural areas as provided in section 
603(c) of the Rural Development Act of 1972 (7 
U.S.C. 2204a). 

(13) evaluate the extent and the effectiveness of 
the potential for, or an adopted. Department of De- 
fense procurement program in rural areas. 
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1 (14) maJce such recommendations as may be ap- 

2 propriattj to assist the development and strengthening 

3 of business enterprises in rural areas; 

4 (15) recommend specific measures for creating en 

5 environment in which businesses will have the opportu- 

6 nity to compete effectively and expand to their full po- 

7 tential in rural areas, and to ascertain the common rea- 

8 sons, if any, for business successes and failures in rural 

9 communities; 

10 (16) determine the desirability of developing a set 

11 of rational and objective criteria to be used to define 

12 rural development areas, and to develop such criteria, 

13 if appropriate; and 

14 (17) cooperate with, and consult with, the Chief 

15 Counsel of the Office of Advocacy, Small Business Ad- 

16 ministration with respect lo the exchange of informa- 

17 tion, data, policies and activities that may enhance 

18 rural development. 

19 (c) The Office of Advocacy shi.ll also perform the follow- 

20 ing duties, among others, on a continuing basis: 

^1 (1) represent the views and interests of rural de- 

22 velopment before other Federal agencies whose policies 

23 and activities may affect rural development; 

24 (2) counsel those interested in rurai dev elopment 

25 on how to resolve questions and problems conc3ming 
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t the relationship of rural development to the Federal 

2 (ji /emment; 

3 (3) enlist the cooperation and assistance of public 

4 and private agencies, businesses, and other organiza- 

5 tions in disseminating information about the programs 

6 and services provided by the Federal Government that 

7 are of benefit to rural development and in disseminata 

8 ing information on how businesses or other entities can 

9 participate or make use of, such rural development 

10 programs and services; 

11 (4) develop proposals f?^' changes in t\e policies 

12 and activities of any a'^'ency of the Federal Govern- 

13 ment which will better fulfill the purposes of the Rural 

14 Development Administration and communicate such 

15 proposals to the appropriate Federal agencies; and 

16 (5) serve as « focal point for the receipt of com- 

17 plaints, criticisms, and suggestions concerning the poli- 

18 cies and activities of the Rural Development Adminis- 

19 tration and any other Federal agency which affects 

20 rural development. 

21 (d) Section 5316 of title 5, Uiiited States Code, is 

22 amended by adding at the end thereof the following new 

23 item: 
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1 "Chief Counsel for Ad^^ocacy, Rural Development 

2 Administration, Department of Agriculture and Rural 

3 Development/'. 

4 COMPTBOLLEB OENEBAL'S BEPOBT TO THE PEESmENT 

5 AND THE CONGBE88 

6 Sec. 108. (a) The Comptroller General shall conduct an 

7 evaluation of the agencies, divisions, or other entities of Fed- 

8 eral departments or agencies, or elements of programs ad- 

9 ministered by other Federal departments or agencies that 

10 perform functions or are assigned missions that could /eason- 

1 1 ably be found to comprise a function or mission that could be 

12 transferred to the Secretary of Agriculture and Rural Devel- 

13 opment. The Comptroller General shall prepare a report that 

14 shall describe the services, function, or mission conducted by 

15 the department or agency, or the element of a program con- 

16 ducted by such department or agency, that could be so trans- 

17 ferred as well as the funding, personnel, and other resources 

18 committed by that department or agency to the service, func- 

19 tion, mission, or clement of a program that is the subject of 

20 possible transfer. 

21 (b) The Comptroller General shall submit such report to 

22 the President and the Congress not later than one year after 

23 the date of enactment of this Act. 

24 Sec. 109. Section 603(c) of the Rural Development Act 

25 of 1972 (Public Law 92-419) as amended by the Rural De- 
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1 velopment Policy Act of 1980 (7 U.S.C. 2204a) is amended 

2 by- 

3 (1) inserting "(1)" after the subsection designa- 

4 tion; 

5 (2) redesignating paragraphs (i) and (2) as sub- 

6 paragraphs "(A)" and "(B)"; and 

7 (3) adding the following new paragraph: 

8 "(2) The Secretary of Agriculture and Rural Develop- 

9 ment shall submit a report, by geographical areas of the 

10 United States, to the Congress — 

11 "(A) not less than six months after the date of en- 

12 actment of this Act, setting forth the extent to which 

13 provisions of this paragraph were complied with during 

14 the period for fiscal years 1981 through 1986; and 

15 "(B) not later than six months after the end of 

16 each fiscal year, conunencing with fiscal year 1987, 

17 the extent to which offices and other activities of the 

18 Federal Government were located or relocated to rural 

19 areas.". 
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1 TITLE n— STATE COOPERATIVE AGREEMENTS 

2 AND PLANS 

3 COOPERATIVE AGREEMENTS ENTERED INTO WITH STATES 

4 AND STATE SUBMISSION OF COMPREHENSIVE RURAL 

5 DEVELOPMENT PLANS 

6 Sec. 201. (a) The Administrator, Rural Development 

7 Administration, may enter into cooperative agreements with 

8 States — 

9 (1) to delegate to any State the authority to coop- 

10 erate in carrying out the provisions of this Act or other 

11 laws relating to rural development, to train personnel 

12 of the State in the implementation of this Act, and to 

13 assist States in implementing, monitoring, administer- 

14 ing or enforcing Federal rural development programs; 

15 and 

16 (2) to assist States in the development and admin- 

17 istration of Federal programs that provide (a) job re- 

18 training for rural residents; (b) educational opportuni- 

19 ties for rural residents; (c) health programs for rural 

20 residents, including in-patient and out-patient services; 

21 (d) investment incentives for businesses that expand or 

22 locate in rural areas; and (e) information, data, technol- 

23 ogy, planning and other development assistance to 

24 rural residents, communities, businesses and other 

25 persons. 
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1 (b)(1) Prior to entering into any agreement with any 

2 State as provided in subsection (a) and prior to receiving any 

3 block grant funding, grant-in-aid or other funding from the 

4 Federal Government for rural development program purposes 

5 as provided in this Act, each State shall submit for approval 

6 by the Secretary cf Agriculture ard Rural T>evelopment a 

7 comprehensive plan for the establishment and operation of a 

8 rural development program to the Secretary incorporating 

9 such features as are provided for in this Act and other rural 

10 development laws and as the Secretary may require by regu- 

11 lation. Such plans may be amended periodically or as other- 

12 wise provided by the Secretary by regulation. 

13 (2) The comprehensive plan submitted by the State shall 

14 include the designation by the State of rural areas located 

15 within the State, and outside metropoHtan statistical areas, 

16 that are nominated as such areas eligible for grants and other 

17 assistance, under this Act and other laws, from the Federal 

18 Govemn^ent and such designations shall be subject to ap- 

19 proval by the Secretary. The Secretary shall issue regula- 

20 tions setting forth the procedures and criteria for designation 

21 by States of rural areas. 

22 (c) The Secretary and heads of other Federal depart- 

23 ments and agencies may, in addition, enter into agreements 

24 with State and local governments to provide educational 
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1 training, job training, health services and other benefits to 

2 residents of rural areas. 

3 (d) The Administrator, Rural Development Adniinistra- 

4 tion shall in nooperation with the Secretary use the services 

5 of the Cooperative State Extension Service co inform and 

6 educate rural residents about education and training, health 

7 and other services made available under tliis Act or other 

8 laws relating to rural development. 

9 NATIONAL EUBAL ASSISTANCE INPOBMATION 

10 CLEAEINGH0U8E 

11 Sec. 202. (a) The Secretary of Agriculture and Rural 

12 Development she* jstablish in the National Agricultural Li- 

13 brary an entity to be known as the National R- jal Assistance 

14 Information Clearinghouse (hereinafter in this Act referred to 

15 as the "Clearinghouse") to perform the functions specified in 

16 subsection (b). 

17 (b) The Clearinghouse shall provide and distribute infor- 

18 mation and data to any industry, organization, or Federal, 

19 State, or local government entity, on request, about Federal, 

20 State, and local programs and services, and progran*. and 

21 services operated by private nonprofit organizations or insti- 

22 tutions, under which individuals residing in, or organizations 

23 and State and local government entities operating in, a rural 

24 area (as designated in section 201(b) of this Act) may be eli- 

25 gible for any kind of assistance, including, but not limited to, 
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1 job training, education, health care, and economic develop- 

2 ment assistance, and emotional and financial counseling. 

3 (c) On request of the Secretary, the head of any Federal 

4 agency shall provide to the Clearinghouse such information 

5 as the Secretary may request to carry out the functions speci- 

6 fied in subsection (b). 

7 (d) The Secretary shall request State and local govern- 

8 ments and private nonprofit organizations and institutions to 

9 provide to the Clearinghouse such information as such agen- 

10 cies and organizations may have about any program or serv- 

11 ice of such agencies, organizations and institutions under 

12 which individuals residing in a rural area may be eligible for 

13 any kind of assistance, including, but not limited to, job train- 

14 ing, educational, health care, and economic development as- 

15 sistance, and -^motional and financial counseling. 

16 TITLE m-RUEAL TECHNOLOGY GRANTS 

17 AMENDMENTS TO CONSOLIDATED FARM AND EURAL 

18 DEVELOPMENT ACT 

19 Sec. 301. (a) Section 309(e) of the Consolidated Farm 

20 and Rural Development Act (7 U.S.C. 1929(e)) is amended 

21 by striking out "Farmers Home Administration" and in.?-t 

22 ing in lieu thereof 'Tamiers Home Administration and Rural 

23 Development Administration". 
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1 (b) Section 310B of the Consolidated Farm and Rural 

2 Development Act (7 U.S.C. 1932) is amended by inserting at 

3 the end thereof the following new subsections: 

4 ''(f)(1) The Secretary shall make grants under this sub- 

5 section to nonprofit institutions for the purpose of enabling 

6 such institutions to establish and operate centers for rural 

7 technology development. 

8 "(2) Any nonprofit institution seeking a grant under 

9 paragraph (1) shall submit to the Secretary an application 

10 containing a plan for the establishment and operation by such 

1 1 institution of a center for rural technology development. The 

12 Secretary may approve such appHcation if such plan contains 

13 the following: 

"(A) A provision that substrntiates that such cen- 

15 ters will effectively serve rural areas in the United 

16 States. 

17 "(B) A provision that the primary objective of 

18 such center will be to i^iprove the economic condition 

19 of rural areas by pronoting the development (through 
^0 technolfygy innovation) .rnd the adaptation of existing 

21 tcchiiology and commercialization of — 

22 "(i) new services and products that can be 

23 produced or provided in rural areas; and 

24 ''(ii) new processes that can be utilized in the 

25 production of products in rural areas. 
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1 
1 


(L; A descnption of the activities which such 


9 


center will carry out to accomplish such objective. 


q 


Cjucn activities may mclude the followmg: 


A 
*i 


U; rrograms for technology research, mves- 


er 

D 


tigations, and basic feasibility studies in any field 


D 


ana disciplme for the purpose of generatmg prmci- 


7 


ples, facts, technical knowledge, new technology, 


o 
8 


and other information which may be useful to 




rural industries, agribusinesses, and other persons. 


in 


in rural areas served by such centers in the devel- 


1 1 


opment, and conunercialization of new products 


1 9 


and processes. 


1 o 
10 


'\ii) Programs for the collection, interpreta- 


1 A 
1^ 


lion, and dissemination of existmg principles. 


id 


facts, technical knowledge, new technology, and 




other information which may be useful to nu-al m- 


17 


dustnes, agribusinesses, and other persons, m 




rural areas served by the center in the develop- 




ment and commercialization of new products and 




processes. 


21 


"(iii) Programs providing training and in- 


22 


struction for individuals residing in rural areas 


23 


ee.-ved by the center with respect io the develop- 


24 


ment (through technological innovation and adap- 
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1 tation of existing technology) and commercializa- 

2 tion of new products and processes. 

3 '*(iv) Programs providing loans and grants to 

4 individuals in rural areas served hy the center and 

5 to small businesses in rural areas served by the 

6 center for purposes of generating, evaluating, de- 

7 veloping, and conunercializing new products and 

8 processes. 

9 **(v) Programs providing technical assistance 

10 and advisory services to individuals, small busi- 

11 nesses, and industries, in rural areas served by 

12 the center for purposes of developing and com- 

13 mercializing new products and processes. 

14 "(D) A description of the contributions which such 

15 activities are lil^^^ly to mak-^ to the improvement of the 

16 economic condition of the rural area for which such 

17 center will provide services. 

18 "(E) Provisions that such center, in carrying out 

19 such activities will seek, where appropriate, the advice, 

20 participation, expertise, and assistance of representa- 

21 tives of business, industry, educational institutions, the 

22 Federal Government, and State and local governments. 

23 *'(F) Provisions that such center — 

24 **(i) will consult wnth any college or universi- 

25 ty administerirg nny program under title V of the 
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Rural Developmeiit Act of 1972 (7 U.S.C. 2661 

2 et seq.) in the State in which such center is lo- 

3 cated; and 

4 ''(ii) will cooperate with such college or uni- 

5 versity in the coordination of such activities and 

6 such program. 

7 ''(G) Provisions that such center will take all 

8 practicable steps to develop continuing sources of fi- 

9 nancial support for such center, particularly from 

10 sources in the private sector. 

11 "(H) Provisions for-- 

*'(0 the monitoring and evaluation of such 

13 activities by the institution operating such center; 

14 and 

*'(ii) the accounting of money received by 

16 such institution under this section. 

^7 ''(I) Provisions that such center will provide for 

18 the optimum application of such technology in rural 

19 areas, especially those areas adversely impacted by a 

20 depressed farm economy, through the establishment of 

21 demonstration projects and subcenters for rural tech- 

22 nology development where the technology can be im- 

23 plemented by communities, community colleges, busi- 

24 nesses and other institutions to improve local economic 

25 conditions. 
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1 ''(3) Grants made under paragraph (1) shall be made on 

2 a competitive basis. In making grants under paragraph (1), 

3 the Secretary shall give preference to grant applications pro- 

4 viding for the establishment of centers for rural technology 

5 development that— 



6 "(A) can demonstrate the capability to 'ransfer for 

7 practical applicatior ^e technology generate! at such 

8 centers to rural areas and the ability to commercialize 

9 products and processes in such areas; 

10 "(B) will effectively serve in rural arp'^s which 

11 have — 

12 *'(i) few rural industries and agribusinesses; 

13 high levels of unemployment; 

14 **(iii) high rates of migration of people, busi- 

15 nesses, and industries; and 

1^ **(iv) low levels of per capita income; and 

17 *'(C) will contribute the most to the improvement 

18 of economic conditions of rural areas. 

19 **(4) As used in this subsection — 

20 *'(A) the term ^nonprofit institution' means any or- 

21 ganization or institution, including any accredited insti- 

22 tution of higher education, no part of the net earnings 

23 of which inures, or may lawfully inure, to the benefit of 

24 any private shareholder or individual; 
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1 "(B) the tenii Tnited States' means the several 

2 States, the District of Columbia, the Commonwealth of 

3 Puerto Rico, the Commonwealth of the Northern Mari- 

4 ana Islands, and the territories and possessions of the 

5 United States; and 

6 "(0) the term 'rural area' means an area desig- 

7 nated by a State and approved by the Secretary of Ag- 

8 riculture and Rural De\ lopment as part of the com- 

9 prehensive plan submitted under section 201(b) of the 

10 Rural Development Reorganization Act of 1987. 

11 "(g) In carrying out this section, the Secretary may pro- 

12 vide ttjchnical assistance to alleviate or prevent conditions of 

13 excesave unemployment or underemployment of persons re- 

14 siding in economically distressed rural '^-reas which the Secre- 

15 tary determines have a substantial need for such assistance. 

16 Such assistance shall include planning and feasibility studies, 

17 management and operational assistance, and studies evaluat- 

18 ing the needs for and development potential of projects which 

19 increase employment and improve economic growth in such 

20 areaj. 

21 "(h) The Secretary may make grants to defray not to 

22 exceed 75 per centum of the administrative costs incurred by 

23 organizations and public bodies to carry out projects for 

24 which grants or loans are made under subsection (0. For pur- 

25 poses of determining the non-Federal share of such costs, the 
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1 Secretary shall consider contributions in cash and in kind, 

2 fairly evaluated, including but not limited to premises, equip- 

3 ment, and services. 

4 ''(i) There are authorized to be appropriated such sums 

5 as may be necessary to carry out the purposes of subsections 

6 (f), ig), and (h) of this section. Any expenditure pursuant to 

7 such subsections shall be effective only to the extent, or in 
i such amounts, as are provided for in advance in appropriation 
9 Acts.". 

10 CONFOBMINO AMENDMENTS 

11 Sec. 302. (a) The first sentence of snction 331 of the 

12 Consolidated Farm and Rural Development Act (7 U.S.C. 

13 198 1) is amended — 

14 (1) by striking oui **Fot the purposes of this title 

15 and" and inserting in lieu thereof "In accordance with 

16 section 349 of this subtitle, for purposes of this title, 

17 an-l", 

18 (2) by inserting before the period **or to the Rural 

19 Development Administration". 

20 (b) Section 331(d) of the Consolidated Farm and Rural 

21 Development Act (7 U.S.C. 1981(d)) is amended by striking 

22 out "v/ix-^er any of its programs" and inserting in lieu thereof 

23 **, or the Rt-al Development Administration under any of 

24 their programs,". 

25 (c) Section 331(h) of the Consolidated Farm and Rural 

26 Development Act (7 T^S.C. 1981(h)) is amended by striking 
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1 out "Fanners Home Administration" and inserting in lieu 

2 thereof "by the Rural Development Administration under 

3 this title or the Farmers Kow^ Admimstration". 

4 (d) Section 331(i) of the Consolidated Farm and Rural 

5 Development Act (7 U.S.C. 198 l(i)) is amended by striking 

6 OT t "Farmers Home Administration" and inserting in lieu 

7 thereof ' by the Rural Development Administration under 

8 this title or the Famrers Home Administration". 

9 (e) Section 331 A of the Consolidated Farm and Rural 

10 Development Act (i U.S.C. i981a) is amended by striking 

11 out "Farmt > Home Administration, upon such terms as he" 
VJ> and inserting in lieu thereof "Administrator, Fanners Home 

13 Administration and the Administrator, Rural Development 

14 Administration, upon such terms as the Administrator". 

15 (0 Section 335(a) of the Consolidated Farm and Rural 

16 Development Act (7 U.S.C. 1985(a)) is amended by striking 

17 out "Fanners Home Administration" and inserting in lieu 

18 thereof "Fanners Home Adm-nistration and the Rural De- 

19 velopment Administraiion". 

20 (g) Section 335(c) of the Consolidated Fann and Rural 

21 Development Act (7 U.S.C. 1985(c)) is amended by inserting 

22 "the provisions of this title administered by the Rural Devel- 

23 opment Administration or" after "consistent with". 

24 (h) Section 338(a) of the Consolidated Farm and Rural 

25 Development Act (7 U.S.C. 1988(a)) is amended by striking 
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1 out 'Tarmers Home Administration" and inserting in lieu 

2 thereof 'Tanners Home Administration, cr the Rural Devel- 

3 opment Administration". 

4 (i) The first sentence of section 347 of the Consolidated 

5 Farm and Rural Development Act (7 U.S.C. 1955) is amend- 

6 ed by inserting "or any program administered under this title 

7 by the Rural Development Administration" before the period. 

8 (j) The Consolidated Farm and Rural Development Act 

9 (7 U.S.C. 1921 et seq.) is amended by adding at the end 

10 thereof the following new section: 

11 "Sec. 349. (a) The Secretary shall carry out sections 

12 303 (in the case of loans made for purposes specified in para- 

13 graphs (2) and (3) of subsection (a)), section 306, section 

14 310A, section 310B (0, (g), and (h), and sectiu.. 312(a) (in 

15 the case of loans made for the purposes specified in para- 

16 graphs (5) and (6)), through the Rural Development Adminis- 

17 tration. 

18 "(b) Except as provided in subsection (a), or otherwise 

19 provided in this Act, the Secretary shall carry out the provi- 

20 sions of this Act thiuugh the Fanners Home Adminis- 

21 tra.ion.". 

22 TITLE IV~SPECIAL GRAI^TS 

23 SPECIAL 0BANT8 FOB AOBICULTUBE ACTION CENTEB8 

24 Sec. 401. Section 502(0 of the Rural Development Act 

25 of 1972 (7 U.S.C. 2662(0) is amended to read as follows: 
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1 ''(OdHA) The Secretary shall provide special grants for 

2 programs to assist individuals who have been— 

3 ''(i) adversely affected by the existing farm and 

4 rural economic crisis; 

5 "(ii) displaced from farmmg; and 

6 ''(iii) displaced from agriculture-related businesses 

7 and industries whose companies have been adversely 

8 affected by the decline in the agricultural economy. 

9 "(B) Such grants shall provide to the individuals named 

10 in subparagraph (A) services that shall include, but not be 

1 1 limited to, the following: 

^2 "(i) crisis management counseling and outreach 

13 counseling that would include the family; 

'Hii) assistance in the evaluation of their financial 

15 condition, in the preparation of financial plans, and 

16 in implementing financial plans and management 

17 strategies; 

evaluation of vocational skills and counseling 
19 in enhancing such skills; 

assistance in obtaining training in basic, re- 
21 medial and literacy skills; 

^2 ''(v) assistance in job search and training in job- 

23 seeking skills; 

'*(vi) assistance in obtaining training for operating 
25 a business or enterprise; 
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1 ''(vii) provide for formal and on-the-job training to 

2 the maximum extent practicable; 

3 ''(viii) providing tuition assistance (including fees, 

4 books and other expenses of educational training) to 

5 the maximum extent practicable; 

6 "(ix) praviding support, to the extent practicable, 

7 to State and local government and private mental 

8 health officials in developing outreach programs in 

9 nu*al areas. 

10 "(C) Recipients of a grant under this subsection may 



11 contract for the delivery of such services with private non- 
12 profit organizations, units of local government. State agen- 

13 cies, accredited educational institutions, and other public and 

14 private nonprofit agencies and organizations such as, but not 

15 limited to, the following: 



16 '*(i) community colleges; 

17 '*(ii) vocational and technical schools; 

18 "(iii) universities and colleges; and 

19 "(iv) other appropriate community organizations. 

20 *'(D) The Extension Service, Department of Agriculture 



21 and Rural Development, is encouraged to work with State 

22 agencies, units of local government, and other public and pri- 

23 vate nonprofit agencies and organizations in developing a 

24 comprehensive plan for the use of the special grant funds and 

25 the delivery of services provided for in this subsection. 
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1 "(2) Grants may be made under paragraph (1) during 

2 the period beginning on the date of enactment of the Rural 

3 Development Reorganization Act of 1987 and ending five 

4 years after such date. 

5 ''(3) There are authorized to be appropriated such sums 

6 as may be necessary to carry out the purposes of this subsec- 
1 tion. Any expenditures made pursuant to this subjection shall 

8 be effective only to the extent, or in such amounts, as are 

9 provided for in advance in appropriation Acts.". 

10 TITLE V— mSOELLANEOUS AMENDMENTS 

1 1 CONFORMING AMENDMENTS 

12 Sec. 501. (r)(l) Section 657 of title 18, United States 

13 Code, is airended by inserting . - the Rural Development 

14 Administration' after "Fanners' Home Administration". 

15 (2) Section 658 of title 18, United States Code, is 

16 amended by inserting or the Rural Development Adminis- 

17 tration" after "Farmers' Home Administration". 

18 (3) Section 1006 of title 18, United States Code, is 
IS amended by inserting or the Rural Development Adminis- 

20 tration" after "Fanners' Home Administration". 

21 (4) S tion 1014 of title 18, United States Code, is 

22 amended by inserting or the Rural Development Adminis- 

23 tration" after "Farmers' Home Administration". 

24 (b)(1) Section 623(c)(2) of the Community Economic 

25 Development Act of 1981 (42 U.S.C. 9812(c)(2)) is amended 
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1 by inserting or the Rural Develnnment Administration" 

2 after "Farmers' Home Administratio ". 

3 (2) Se ciion 628 of the Community F'^onomic Develop- 

4 ment Act of 1981 (42 U.S.C. 9817) is amended— 

5 (A) by amending the heading to read ''depaet- 

6 MENT OF AOBICULTUBE AND BUBAL DEVELOPMENT; 

7 BUBAL DEVELOPMENT ADMINI8TBATI0N PBOOBAMS", 

8 and 

9 (3) by inserting '^ or the Rural Development Ad- 

10 uiinistration" after 'Tarmers Home Administration". 

11 TITLE VI— ADMINISTRATIVE PROVISIONS 

12 REPEBENCE8 

13 Sec. 60i. (a) Any reference in any law, regulation, or 

14 order in effect immediately before the effective date of this 

15 A 3t to the Department of Agriculture shall be deemed to be a 

16 reference to the Department of Agriculture and Rural 

17 Developme'^t. 

lo (b) Any reference in any law, regulation, or order in 

19 effect innneuiately bef'^re the effective date of this Act to ine 

20 Secretary ; Agriculture, or any other officer or employee of 

21 the Department of Agriculture, shall be deemed to be a refer- 

22 ence to the Secretary of Agriculture and Rural Development 

23 or an officer or employee of the Department of Agriculture 

24 and Rural De\eI-T„Tient, c s the case may be. 
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1 



(c) An- referen'je ir. any law, regulation, or order in 



2 effect inunediately before the effective date of this Act to the 

3 Farmers II dmimstration or Farmers' Home Adminis- 

4 tration or to the Administrator of the Fanners Home Admin- 

5 istration or of the Farmers' Home Administration relating to 

6 any function, power, or duty which is, on or after such effec- 

7 tive date, a function, power, or duty of the Rural Develop- 

8 ment Administration or the Adminisirator of the Rural De- 

9 velopment Administration, shall be deemed to be a reference 

10 to the Rural Development Administration or to the Adminis- 

11 trator of the Rural Dev^opment Administration, as the case 

12 may be. 

13 INCIDENTAL TBANSPEBS 

14 Sec. 602. (a) The Secretary of Apjiculture and Rural 

15 Development shall make such determinations, and shall 

16 transfer such personnel from the Farmers Home Administra- 

17 tion, as may be necessary or appropriate with regard to the 

18 functions transferred by this Act to the Rural Development 

19 Administration. The S «tary shall also make sucii addition- 

20 al incidental dispositions of personnel, assets, liabilities, con- 

21 tracts, property, records, and unexpendevt balar* cs of appro- 
priations, authorizations, allocations, and other funds held, 

23 used, arising from, available, or to be made available in con- 

24 nection with the functions transfprred by this Act, as the Sec- 

25 retary may deem necessary to accomplish the purposes of this 
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Act. 
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1 (b) The Administrator of the Fanners Home Admiuis- 

2 tration ana thJ Secretary of Agriculture and Rural Develop- 

3 ment shall take whatever steps are necessary to assure the 

4 effective and efficient transfer of authority as provided for in 

5 this Act and the amendments to other laws made by this Act. 
€ abatement: succession in intebe'^t 

7 Sec. 603. (a)(1) No suit, action, or other proceeding 

8 commenced before the effective date of this Act by or against 

9 any officer of the Farmers Home Administration in the offi- 

10 cial capacity of such officer shall abate by reason of this Act 

11 or any amendment made by this Act. 

12 (2) No cause of action arising before the effective date of 

13 this Act by or against the Farmers Home Administration 

14 shall abate by reason of this Act or any amendment made by 

15 this Act. 

16 (b) If, before the effective date of this Act, the Farmers 

17 Home Administration, or any officer of the Fanners Home 

18 Administration in the official capacity of such officer, is a 

19 party to a suit, action, or other proceeding and if by reason of 

20 this Act or any amendment made by this Act the function 

21 involved, or such officer named, in such suI^ action, or pro- 

22 ceeding is transferred to the Rural Development Administra- 

23 tion, then such suit shall be continued with the Secretary of 

24 Agriculture and Rural Development and the Administrator, 

25 Rural Development Administration, or other appropriate offi- 

26 cer of the Department substituted or added as a party. 
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1 (c) The rights, interests, obligations, and duties of the 

2 Fanners Home Administration arising before the effective 

3 date of this Act out of any — 

4 (1) loan made, insured, or e^uaranteed, or 

5 (2) grant or contract made, 

6 by tha Fanners Home Administration in the exercise of its 

7 functions will continue to be vested in the Farmers Home 

8 Administration (except with respect to any function to be ex- 

9 ercised after the effective date of this Act by the Rural De- 

10 velopment Administration), and in the Rural Development 

11 Administration (with respect to any function to be exercised 

12 after the effective date of this Act by the Rural Development 

13 Administration). 

14 itxJOULATIONS 

15 Sec. 604. The Secretary of Agriculture and Rural De- 

16 velopment shall prescribe such regulations as may be neces- 

17 sary to carry out this Act. 

18 TITLE VII-~~BLOCK GRANTS 

19 Subtitle A — Rural Development Assistance Grant 

20 COMBINATION OF CERTAIN EUKAL DEVELPMENT ASSIST- 

21 ANCE GRANT PBOOKAMS INTO A SINGLE GRANT 

22 PEOGRAM 

23 Sec. 701. (a) Subsection (c) of section 310B of the Con- 

24 ' Midated Farm and Rural Development Act (7 U.S.C. 

25 1932(c)) is amended to read as follows. 
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1 ''(c)(1) The Rural Development Administration shall 

2 make grants to States, pursuant to State rurd development 

3 plans submitted and approved in accordance with title 11 of 

4 the Rural Development Reorganization Act of 1987 as the 

5 Administrator may select — 

6 ''(A) to provide rural economic development tech- 

7 nical assistance, rural community leadership develop- 

8 ment, and community and areawide rural economic de- 

9 velopment planning; or 

10 ''(B) for measuT-es designed to facilitate develop- 

11 ment of private business enterprises, including the de- 

12 velopment, construction, or acquisition of land, build- 

13 ings, plants, equipment, access streets and roads, park- 

14 ing areas, utility extensions, necessary water supply 

15 and waste disposal facilities, refinancing, services, and 
to fees. 

17 **(2) Any amounts appropriated under this subsection 

18 shall remain availab > until expended, and any amounts au- 

19 thorized for any fiscal year but not appropriated may be ap- 

20 propriated for any succeeding fiscal year. 

21 *'(3) The Secretary shall require that matching funds be 

22 provided by the States at such rate or amount as vAW insure a 

23 commitment to the purposes of the rural development pro- 

24 gram and a maintenance of effort by the States to a contin- 

25 ued effectiveness of the program. 
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1 "(4) There are authorized to be appropriated such sums 

2 as may be necessary to carry out the purposes of this subsec- 

3 tion. Any expenditures made pursuant to this subsection sh&ll 

4 be effective o^\y to the extent, or in such amounts, as are 

5 provided for in appropriation Acts/'. 

6 "(b) Paragraph (11) of section 306(a) of such Act is 

7 hereby repealed. 

8 Subtitle B — Rural Infrastructure Block Grant Act 

9 DEFINITIONS 

10 SEC. 720. ALLOC ATION TO STATE GOVERNMENTS. 

11 (a) For each fiscal year, the Secretary of Agriculture 

12 and Rural Development shall allocate to each State, out of 

13 the amount appropriated for the fiscal year under this sub- 

14 title, such sums according to a formula for the allocation of 

15 funds that the Secretary shall establish, subject to the disap- 

16 proval of Congress. The Secretary in establishing the formula 

17 shall take into consideration such factors as, but not limited 

18 to, the niral popnl'^.tion of the State; the tax and revenue 

19 efforts of the State, including that devoted to rural develop- 

20 ment; the per capita income of the rural population of the 

21 State; the unemployment rate in the State, especially in rural 

22 areas impacted by a depressed agricultural economy; and 

23 other relevant factors. The Secretary shall submit such pro- 

24 posed formula within ninety dajs aftei enactment of this Act. 
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1 (b) The proposed formula for the allocation of funds shaJ! 

2 be submitted by the Secretary to both Houses of Congress 

3 under this section and shall be promptly referred to the chair- 

4 man of the Committee on Agri'^ulture, House of Representa- 

5 tives and the chairman of the Conutiittee on Agriculture, nu- 

6 trition, Foresty, United States Senate. The formula shall 

7 become effective unless there has been enacted into law a 

8 joint resolution disapproving, or substituting another formula 

9 for, such proposed formula within a ninety calendar day 

10 period of continuous session of the Congress (excluding Sat- 

11 urdays. Sundays, id holidays, and any day on v/hkh neither 

12 Honse is in session because of adjournment sine die, a recess 

13 of more than three days, or an adjournment of more than 

14 three days) beginning on the day after the proposed foimula 

15 is transmitted by the Secretary to the Speaker of the House 

16 and the President of the Senate. The Secretary shall also 

17 include in such proposed formula a provision for State match- 

18 ing funds as provided in subsection (e) of this section. 

19 (e) The Secretary shall accompany the formula for the 

20 allocation of funds with proposed regulations, among others 
:^1 that the Secretary may wish to transmit, addressing the form 

22 of the applications for State grants; who, at what time and 

23 manner may make applications; requirements for the State 

24 plan and performance indicators as to how the Secretary will 

25 evaluate and measure compliance by States: any reporting 
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1 requirements for State grant recipients; and specific provi- 

2 sions on how grant funds may be usi . by State grant 

3 recipients. 

4 (d) The Secretary shall consult with the State govem- 

5 ments in proposing such formula and before transmitting the 

6 proposed formula to the Congress. 

7 (e) The Secretary shall require that matching funds be 

8 provided by the States at such rate or in such amount as will 

9 insure a commitment to the purposes of the program and a 

10 maintenance of effort by each State to a continued effective- 

11 ness of the program. 

12 SEC. 721. PAYMENTS TO STATE GOVERNMENTS. 

13 (a) Except as provided under regulations of the Secre- 

14 tary of Agriculture and Rural Development and after the for- 

15 mula for allocation for funds has been adopted as provided in 

16 section 720, the Secretary shall determine allocations under 

17 this Act for a fiscal year by the first day of the third month 

18 before the beginning of the fiscal year. The Secretary shall 

19 pay State governments each total amo^»nt under this section 

20 in installments. An installment shall be paid at least once a 

21 quarter by the fifth day after the end of the quarter. The 

22 Secretary initially may estimate the amount of each 

23 installment. 

24 (b) The Secretary shall adjust a payment under this title 

25 to a State government to the extent that a prior pajinent to 
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1 the government was mere or less than the amount required 

2 to Le paid. However, the Secretary may increase or decrease 

3 a payment to the government only when the Secretary or the 

4 government demands the increase or decrease within one 

5 year after the end of the fiscal year for which the paymeL*^ 

6 was made. 

7 (c) The Secretary may reserve a percentage (of not 

8 more than 0.5 per centum) of the amount under this section 

9 for a fiscal year for a State government when the Secretary 

10 considers the reserve is necessary to ensure the availability of 

11 sufficient amounts *o pay adjustments after the final alloca- 

12 tion of amounts among the States. 

13 SEC. 722. USE OF FUNDS. 

14 (a) Funds allocated to a State government under this 

15 Act shall be used by that Staf*' government, for rural infra- 
18 slructure development in accordance with — 

17 (1) such cooperative agreements as may have 

18 been entered into between the Rural Development Ad- 

19 ministration and the State; 

20 (2) the State plan submitted to and approved W 

21 the Secretary; 

22 (3) the requirements of this Act or other rural de- 

23 velopment law; and 

24 (4) such regulations as the Secretary may pre- 

25 scribe to carry out t^ Act. 
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1 (b) Each State receiving an allocation under this Act 

2 shall submit to the Secretary of Agriculture and Bural Devel- 

3 opment a rural infrastructure development plan that is part of 

4 the plan submitted under section 201(b) of this Act and up- 

5 dated or adjusted as provided by regulations issued by the 

6 Secretary that — 

7 (1) describes in detail the programs whifh will be 

8 established and operated with ' mds made available 

9 under this Act; and 

lU (2) provides for the allocation of such funds within 

11 the State. 

12 SEC. 724. . " -iORIZATION OF APPROPRIATIONS. 

13 There are authorized to be approf .ated to make pay- 

14 ments to State governments and for other purposes author- 

15 ized under this Act, that are not otherwise authorized to be 
IG appropriated, such sums as may be necessary for fiscal yews 

17 1988 through 1991. Any expenditures made pursuant to this 

18 subsection shall be effective only to the extent, or in such 

19 amounts, as are provided for in appropriation acts. 

20 TITLE Vm—SPECIAL ASSISTANT TO THE 

21 PRESIDENT FOR RURAL POLICY 

22 SEC. 801. CREATION OF A SPECIAL ASSISTANT TO THE 

23 PRESIDENT. 

24 (a) The President shall appoint, not later than ninety 

25 days after the date of enactment of this Act, a Special Assist- 
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1 ant to the Resident for Rural Policy (hereinafter referred to 

2 as the "Special Assistant'*) to assist, advise, and make rec- 

3 ommendations to the President in order to improve and en- 

4 hance rural development programs carried out in the United 

5 States. 

6 (b) Section 5315 of title 5, United States Code is 

7 amended by adding at the end thereof the followmg new 

8 item: "Special Assistant lor Rural Policy.". 

9 SEC. 802. DUTIES AND RESPONSIBILITIES. 

10 (a) The Special Assistant shall provide the leadership for 

11 coordination within the executive branch for programs affect- 

12 ing rural areas by using the services and aj^si'^tance of execu- 

13 tive branch departments and agencies. 

14 (b)(1) The Special Assistant on behalf of the President 

15 shall conduct a systematic review of Federal programs affect- 

16 ing rural areas after ccsultation v/ith the Administrator, 

17 Rural Development Administration, Chief Counsel for Advo- 

18 cacy, Office of Advocacy for Rural Development, and the 

19 Secretarv of Agriculture md *ural Development — 

20 (A) to determine whether such areas are benefit- 

21 ing from such programs in an equitable proportion to 

22 the benefits received by urban areas, and 

23 (B) to identify any factors that may restrict acces- 
P-i sibility to such programs in rural areas or limit partici- 
25 pation in such programs. 
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1 (2) Subject to s^^ction 552a of title 5, United States 

2 Code, the Special AssicJtant may secure directly from any 

3 Federal department or agency information necessary to carry 

4 out the Special Assistant's duties under this section. Upon 

5 request of the Special Assistant under this paragraph, the 

6 head of any such Federal department or a^ iicy shall furnish 

7 such information to the Special Assistant. 

8 (3) The Special Assistant shall monitor the cooperative 

9 efforts within Federal departments and agencies to improve 

10 the coordination and effectiveness of Federal programs, serv- 

11 ices, and actions affecuig rural areas. The Special Assistant 

12 may request the heads of Federal departments and agencies 

13 to participate in any working groups that the Special Assist- 

14 ant, after consultation with the Secretary of Agriculture and 

15 Ruial Development, deems necessary to carry out this 

16 section. 

1/ (4) The Special Assistant may conduct Presidential con- 

18 ferences to receive comments on any matter that the Special 

19 Assistant, after consultation with the Secretary of Agricul- 

20 ture and Rural Development, determines may have a signifi- 

21 cant impact on rural development or tliC; economic develop- 

22 ment of rural areas. 

23 (c) The Special Assistant shall monitor the legislative 

24 process and advise the President and Congress how rural 
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1 areas would he affected by legislation being considered by 

2 Congress. 

3 (d)(1) The Special Assistant shall as requested by the 

4 Secretary assist in the preparation of a comprehensive rural 

5 development strategy based on the needs, goals, objectives, 

6 plans, and recommti^dations of local communities, i>c]:tical 

7 subdivisions of States, States, and multist^te regions, which 

8 is designed to — 

9 (A) maximize the effectiveness and increase the 

10 responsiveness of multidepartment and multiager-^ 

11 Federal programs to rural areas, and improve the de- 

12 livery of services, assistance, and benefits under such 

13 programs in rural a^^as; 

(B) increase the coordination of such Federal pro- 

15 grams with the development needs, objectives, and re- 

16 sourr^^s of local communities, political subdivisions of 

17 States, Spates, and multistate i ^gions; and 

1^ (C) make rpcommendations to the President, after 

19 consultation with the Secretary oi Agriculture and 

20 Rural Development, that would achieve the most effec- 

21 tive combinations of Federal, State, and local resources 

22 to meet the needs of rural areas for orderly growth and 

23 development. 

2^ (2) The rural development strategy referred to in this 

25 subsection shall take into count the need to— 
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1 (A) improve the economic well-being of all rural 

2 residents and alleviate the problems of low income, el- 

3 derly, minority, and otherwise disadvantaged rural resi- 

4 dents; 

5 (B) improve the business and emplojonent oppor- 

6 tunities, occupational training and employment serv- 

7 ices, health care services, educational opportunities, 

8 energy utilization and availability, and accessibility to 

9 and delivery of private and public financial resources in 

10 the maintenance and creation of jobs in rural areas; 

11 (C) improve State and local government manage- 

12 ment capabilities, institutions, and programs related to 

13 rural development and expand educational and training 

14 opportunities for State and local officials, particularly 

15 in small rural communities; 

16 (D) strengthen the family farm ystem; and 

17 (E) maintain and protect the environment and 

18 natural resources of rural areas. 

19 (3) The Special Assistant may conduct Presidential con- 

20 ferences and rece*- ' such suggestions and recommendations 

21 as the Special Assistant and the Secretary deem appropriate 

22 during the preparation of a rural development strategy. 

23 (4)(A) Not later than one year after the date of the en- 

24 actment of this Act, the Secretary shall transmit the rural 

25 development strategy to the Committee on A^^riculture of the 
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1 h.>use of Representatives and the Committee on Agncultui-e, 

2 Nutrition, and Forestry of the Senate. 

3 (B) In each year beginning after such strategy is so 

4 transmitted, the Secretary shall transmit of such committees 

5 a report specifying whether such strategy has been modified 

6 in the year for which such report is made aud containing a 

7 description of each such modificfltion. 

8 (e) The Special Assistant shall uiilize the Office of the 

9 President to maximize cooidination of Federal programs af- 

10 feet ng rural areas through a systematic effort to assist the 

1 1 Secretary ir — 

improving communication and encourage coop- 
13 eration among Federal departments aud agencies in the 
administration of rural development programs; 

(2) eliminating conflicts, duplication, and gaps in 

16 program coverage, and resolve contradictions and in- 

17 consistencies in the objectives, administration, and ef- 

18 fects of rfal development program.; 

(3) facilitating the sharing or common lorPtici. of 

20 field offices of Federal agencies admi.iistcuug similar 

21 or complimentary p,ograms and unification of delivery 

22 systems, where feasible, to maximize convenience and 

23 accessibility of such agencies and programs to rural 

24 residents; 
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1 (4) facilitating and expediting joint funding of 

2 rural projects through Federal programs; 

3 (5) identifying administrative problems in Federal 

4 programs that delay or hinder the effective delivery of 

5 ser\'ices, assistance, or benefits to rural areas; and 

6 (6) recommendations for simplifying, standardiz- 

7 ing, and reduoirqr the complexity of applications, re- 

8 ports, and other forms required under Federal rural 

9 development programs. 

10 TITLE IX->EFFECTIVE DATE 

11 EFFECTIVE DATS OF ACT AND AMENDMENTS 

12 Sec. 901. This A^t and the amendments made by this 



13 Act shall take effect on the date of enactment except as 

14 otherwise provided. 

O 
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